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Peoria Life 


Insurance Company 


School Days 


Vacation days draw to a 
close with the passing of 
summer. Playthings are laid 
aside in favor of book and 
pencil. All over the land, in 
town and country, children 
gather from every direction 
to the call of the school bell. 


Parents feel a revived in 
terest now in education, 
stirred by the fact that their 
voungsters have advanced 
another step in their aca 
demic progress. College and 
its problems are perceptibly 
nearer. 


This interest spells oppor- 
tunitv to the wide-awake in- 
surance man. It is a part’c- 
ularly favorable opportu 


Peoria, Illinois 


nity ii—like the Peoria Lite 
agent—he can offer a policy 
definitely designed to solve 
the problem which causes 
parents so much concern: 
finance a 





how to college 


career. 

Educational policies are 
just a sample of the prac 
tical plans provided by the 
Peoria Life to insure against 
dependent old age; to indem 


nify a business for the loss 
of an important member; to 
afford maximum family pro 
tection to a man of limited 
means; and to cover ade 
quately many other specific 


conditions. The ability to 
offer definite policies for 
definite needs is a substan 
tial asset to any agent. 
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The Northwestern Mutual Life 
Insurance Company 


BELIEVES 


That the business of life insurance is one of trusteeship, and that commercialism 
has no place in it; 


That exact equality of obligation, benefit and service to each policyholder is conse- 
quent upon the relationship between policyholder and Company and is enjoined by the 
laws of most, if not all, the states; 


That the same standards of selection should be applied to all applicants for life in- 
surance, if mutuality and equality are to be preserved. To require a medical examina- 
tion of part of the members and not of others, without segregation, violates this theory, 
and consequently, the Northwestern does not, and will not, do a non-medical business; 


That to include health and accident features in the policies of part of its members, 
without segregation and at less than self-supporting rates, results in discrimination; 
that the cost of these features is still unknown; that they inject uncertainty, contro- 
versy and a resulting loss of prestige into the business, and hence, the Northwestern 
has not adopted the Disability Annuity and Double Indemnity features; 


That its first year lapse rate, averaging less than seven per cent, and its “repeat 
orders” from policyholders exceeding fifty per centum per annum of its new volume, 
result from its simple, clear and certain contracts and the intelligent, responsible, per- 
sonal selling and service of its agents; 


That each policyholder needs, and is entitled to, a service that can only be obtained 
from personal negotiations with a competent and responsible agent; that wholesale and 
mass selling of life insurance tend to minimize the efficiency of agents and to eliminate 
them altogether, thereby resulting in loss of service to policyholders and consequent 
Cissatisfaction to them. The Northwestern, therefore, has not adopted wholesale and 
mass selling plans; 


That it has a deep and binding obligation to the 600,000 men who are its present 
policyholders; that it cannot admit others, who do not comply with established stand- 
ards, into an equal partnership with them, without being chargeable with bad faith; 
that volume, beyond enough to keep the Company healthy and serviceable, is of no im- 
portant consequence. The Northwestern, therefore, will not lower its standards nor 
covet volume; 


That if future results are to be as satisfying as past experience to its policyholders, 
the Company must adhere to established standards and that, if it abandons such stand- 
ards, it must, of necessity, increase its costs. This the Northwestern will not do. 


THE NORTHWESTERN MUTUAL 
LIFE INSURANCE COMPANY 


MILWAUKEE, WISCONSIN 
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The Silver Jubilee Celebration, which commemorates twenty-five 
years of progress made by the National Life and Accident, which is 
known far and wide as The Shield Company, will be held at its 
Home Office in Nashville next November, with hundreds of Field 
Representatives in attendance. 
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THE ROYAL UNION 
LIFE INSURANCE CO. 


Des Moines, lowa 











——— 


Has Prestige in its Home State 


Dr. Frank Crane recently said: ‘‘If 
Congress were to offer me my choice of any 
State in the Union, as a reward for my 
worth and modesty, I should say unhest- 
tatingly, ‘Give me Iowa’.”’ 


The citizens of Iowa have stamped 
their approval upon this aggressive company. 
$73,250,000 of the Royal Untion’s bustness— 

which ts approximately one-half its total 
business in force—is upon the lives of lowa 
men and women. . 


Our splendid lowa agency organization 
1s monthly increasing our Iowa business in 
force. 





Roya! Union Life Buildinz, Corner 7th St. and Grand Ave., Des Moines, Iowa 


THE ROYAL UNION 
LIFE INSURANCE CO. 


A. C. TUCKER, President 


Total Paid to Policyholders, - - - - - = Over $22,000,000.00 
Insurance in Force as of Dec. 31, 1925 - - - ~ ~ $148,281,904.00 
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Dallas Lands American Life Meeting 


Observance of 2Ist Birthday and Passing of Blackburn 
as Secretary Mark Detroit Session—Woollen New Head 


NEW OFFICERS ELECTED 


PRESIDENT 
Herbert M. Woollen, American Central Life 


Milestone in History | 
= 


Convention Headquarters 
Book-Cadillac Hotel 
Detroit, Sept. 3 


of the American Life Convention. 

It has reached its majority, so to 
speak, and is on the verge of higher and 
greater development. 

This meeting is a most important one, 
marking a milestone in the history of 
the organization that will always be re- 
membered. Thomas W. Blackburn, sec- 
retary and general counsel since the 
American Life Convention started, sev- 
ered his official connection at the meet- 
ing and a new pilot, Attorney Claris 
Adams of Indianapolis, takes the wheel. 
The headquarters which have always 
been at Omaha are to be moved to 
St. Louis. 


Blackburn Has Been a 
Constructive Factor 


Mr. Blackburn was one of the found- 
ers of the American Life Convention. 
He participated in the early meetings 
and grew up with it. He had the great 
advantage of knowing every step that 
has been taken. He became personally 
acquainted with the officials of the mem- 
ber companies. He was regarded in 
many offices as their guide, mentor and 
friend. He fought battles for the newer 
companies. Mr. Blackburn has been a 
militant figure in the life insurance 
arena. He has guarded the American 
Life Convention with a singular fidelity. 
A man of Mr. Blackburn’s type was 
needed in those years of struggle and 
travail. His vigilance and resourceful- 
hess were required. 

His mantle falls on new and much 
younger shoulders. The work of the 
organization will be more concentrated, 
as the American Service Bureau will be 
moved from New Orleans to St. Louis 
to be under the management of the con- 
vention secretary. 


Will Be Equipped to 
Render Greater Service 


Possibly the time has come for the 
\merican Life Convention to expand 
and enlarge its service. It has great 
potential power. The work doubtless 
will he departmentalized. The members 
will require a greater service and the 
Organization must equip itself to meet 
the growing demands. 

_Mr. Adams takes hold, therefore, at a 
time when the youthful dress is dis- 
carded and adult habiliments are 
donned. He has a wonderful opportu- 
nity and he is equal to it. 


Woollen Succeeds to 
the Presidency 


Herbert M. Woollen, president of the 


Tat was the 2ist annual meeting 


EXECUTIVE COMMITTEE 
New Members—H. B. Arnold, Midland Mutual; C. W. 
Gold, Jefferson Standard; Clarence L. Ayres, American Life 
of Detroit; C. B. Robbins, Cedar Rapids Life. 


Hold Over Members—George Graham, Central States 
Life; O. J. Arnold, Northwestern National Life. 


Place of next meeting—Dallas, Tex. 





American Central Life, was chosen 
president of the American Life Conven- 
tion without opposition. It was Mr. 
Woolen who first brought Mr. Adams 
to the attention of the executive com- 
mittee. They are fellow townsmen and 
friends. It is fortunate, when Mr. Ad- 
ams takes hold of the work, he will have 
as the head of the organization one 
who has known him so well and whose 
personal relations are intimate. 


New President Man of 

Constructive Ability 

Mr. Woollen is a man of positive con- 
victions and independent judgment. He 
will be a hard working president. He 


will give the organization time and 
thought. He will contribute much to its 
progress. He has been a builder in con- 


nection with his own company and that 
same constructive thought and action 





H. M. WOOLLEN, Indianapolis 
Newly Elected President 


will be brought into play with his new 
office. 


Entered Life Insurance 

Through Medical Door 

Mr. Woollen practiced medicine for 
eight years and entered life insurance 
through the medical door. He became 
assistant medical director of the Ameri- 
can Central in 1906. His father, Milton 
Woollen, was president and his uncle, 
Dr. G. V. Woollen, was medical direc- 
tor. Later he became secretary and 
then vice-president. He was chosen 
president in 1911. Mr. Woollen is 
largely responsible for the organization 
of the Medical Section. In fact the or- 
ganization meeting was held in his office 
at Indianapolis. 

Dallas was selected as the next meet- 
ing place, the time to be chosen by 
the executive committee. It will prob- 
ably be in October, 





H. B. ARNOLD, Columbus, 0. 
Retiring President 


| Move to St. Louis Soon 
t — — —_—s— 


Convention Headquarters 
Book-Cadillac Hotel 
Detroit, Sept. 3. 


HE office of the American Life 
T Convention will be moved not 
later than Nov. 1 to the Shell 
building in St. Louis from Omaha. If 
the proceedings of this meeting are 
gotten out at Omaha, the time of mov 
ing will probably be the latter part of 
October. Otherwise the new head- 
quarters should be occupied in a month. 
William Ross King, editor of the 
“Legal Bulletin” will ‘sever his con- 
nection with the organization and will 
not go to St. Louis. He will continue 
his private practice. His work in the 
legal service of the American Life Con- 
vention has been most satisfactory. 
Mrs. L. F. Beymer, assistant secre- 
tary, and Ralph H. Kastner of the 
Omaha office will go to St. Louis to 
continue their work. Mrs. Beymer has 
been connected with the American Life 
Convention almost as long as T. W. 
Blackburn and is a most valued official. 
She started with the office in 1900. Mr. 
Kastner is a promising young man of 
superior talent. la 


Blackburn Will Act 
In Advisory Capacity 


Thomas W. Blackburn officially re 
tired at this meeting as secretary and 
general counsel. Naturally he wiil be 
on the job until the office moves from 
Omaha and will act in an advisory ca 
pacity thereafter 

Claris Adams, the Indianapolis attor 
ney, who succeeds Mr. Blackburn, 
closed his work with his legal firm Sat 
urday of last week and naw will give 
his full time to the American Life Con- 
vention. Mr. Adams is 35 years of age. 
Some 18 months ago he moved into 
his new home he built at Indianapolis. 
He will not move his family to St. 
Louis until he sells his house Mrs 
Adams accompanied her husband to the 
meeting at Detroit and left a most de 
lightful impression. Mr. and Mrs 
Adams have four children, all girls, the 


oldest being 13 years and the young- 
est 5% years. 
American Service Bureau 

Will Go to St. Louis 

The offices at St. Louis have been 


fitted up according to plans made by 
the officials. ‘They will be large enough 
to permit of natural expansion. The 
headquarters of the American Service 
Bureau will be moved to these offices 
Fisher Simmons, general manager, will! 
go to St. Louis and remain until the 
end of the year so that the work can 
be taken over then by new hands. 

The meeting this year was unusually 
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quiet and the executive session was de- 
voted solely to considering changes in 
the rules. Usually at these sessions 
some lively talk develops. The only 
keen interest was in the election of 
members of the executive committee, 
there being four candidates for three 
places. By Friday morning the ranks 
had thinned, only a handful being pres- 
ent, many companies voting by proxy. 

R. M. Malpas, chairman of the resolu- 
tions committee, reported Friday morn- 
ing, especially thanking the Michigan 
companies and Homer Guck of the De- 
troit Life for their generous attention 
to the visitors, Mr. Guck acting as mas- 
ter of ceremonies. President H. B. 
Arnold told Mr. Blackburn about the 
fund that is being collected to purchase 
a gift for him. This will be taken care 
of later. 


Woollen Unopposed 
for the Presidency 


Frank P. Manly of the Indianapolis 
Life put in nomination Herbert 
Woollen, president of the American 
Central Life, for president of the Amer- 


ican Life Convention. L. J. Dougherty 
of the Guaranty Life supported the 
nomination. O. J. Arnold of the 





GEORGE GRAHAM, St. Louis 
Vice-President, Central States Life 


Northwestern National and Mr. Manly 
conducted the new president to the 
chair. C. F. Coffin of the State Life 
raised the point that Mr. Woollen’s 
election to the chairmanship did not 
remove him from the committee, and 
hence no vacancy occurred. He re- 
signed from the committee. 


Nominations Made for 

Executive Committee 

Frank W. McAllister of the Kansas 
City Life presented H. B. Arnold for 
member of the executive committee, and 
unanimously elected. O. 


he’ was . 
Arnold of the Northwestern National 
put in nomination President John J. 
Cadigan of the New World Life of 
Spokane for member of the commit- 
tee. He was supported by C. S. Sam- 


uel of the Oregon Life. E. W. Randall 
of the Minnesota Mutual also seconded 
this nomination. 

W. S. Ayres of the Bankers Life of 
Iowa nominated Col. C. Robbins, 
president of the Cedar Rapids Life, 
for member of the committee. Presi- 
dent W. H. Hinebaugh of the Central 
Life of Chicago seconded the nomina- 
tion, 

Harry L. Seay, president of the 
Southland Life, put in nomination 
Vice-president Charles W. Gold of the 
Jefferson Standard Life. George Gra- 
ham of the Central States Life sec- 
onded the nomination. 

President M. E, O’Brien of the De- 
troit Life nominated President Clarence 
L, Ayres of the American Life of De- 
troit. A. F. Moore, secretary of the 


Michigan Mutual, seconded the nomi- 
nation, as did C, F. Coffiin of the State 





Policy Settlements and Trust 
Company Service Are Discussed 


T the afternoon session Wednes- 

day, James W. Stevens II, agency 

vice-president of the Illinois Life, 
one of the younger executives, a son by 
the way who is carrying on the con- 
struction of his father, the president of 
the company, and his grandfather 
whose name he bears, now chairman of 
the board, told about the aims and 
hopes of the Junior Association. By 
his side in the audience was Ted M. 
Simmons of the Pan American Life, 
now president of the Junior Associa- 
tion. These two young men together 
with J. J. Cadigan, Jr., of the New 
World Life, were the founders of the 
organization. Mr. Stevens left a fine 
impression on his hearers. He is easy 
on his feet, speaks clearly and is force- 
ful in his manner. 


Policy Settlement 
Agreements Treated 


The piece de resistance of the ses- 
sion was the treatment of the subject, 
“Policy Settlement Agreements” by 
two authorities, John A. Reynolds, as- 
sistant vice-president Union Trust Co. 
of Detroit, and Frank W. McAllister, 
general counse) of the Kansas City 
Life. 

Mr. Reynolds has appeared before 
life insurance audiences in explaining 
the nature and functions of the life in- 
surance trusts. His bank has done 
much to promote favorable opinion for 
life insurance. Mr. Reynolds said that 
a trust company has a larger dis- 
cretionary power in handling life in- 
surance proceeds than the life company. 
Many insurance men seem hostile to 
any plan that takes from the life com- 
pany itself the proceeds of life insur- 
ance. He deprecates this attitude be- 
cause he feels that the two institutions 
have their special service. 

Mr. Reynolds spoke without manu- 
script and has a fine presence. He is a 
comparatively young man and was a 
master hand in dealing with life insur- 
ance trusts. 

Mr. McAllister does not give too much 
credence to the alarming reports about 
dissipation of life insurance proceeds. 
He feels that most money paid in life 
companies serves the purpose for which 
it was intended. He does not think 
there is any more need to protect life 
funds than heretofore. He warned life 
companies about the danger of acting as 
trustee. He doubts whether the charter 
powers of many companies allow them 
to act as trustee. He said that settle- 
ment options will take care of most 
cases in the disposition of proceeds. 
Where there be particular conditions, he 
advocated thé creation of a trust. He 
stated he found but few instances where 
a real trust agreement is necessary, 


Coffin Comments on 
Trust Agreements 


C. F. Coffin of the State Life took 
the position that the trust company 








Life and Vice-president E. G. Simmons 
of the Pan-American Life. 

In the ballot for members of the 
executive committee Mr. Ayres received 
77 votes, Mr. Gold 66, Colonel Robbins 
62, Mr. Cadigan 56. Colonel Robbins 
takes the one-year term. 


Committee Especially 
Strong and Capable 


The executive committee this year 
will be especially strong and capable. 
The hold-overs are George Graham, 
vice-president of the Central States Life, 
and O. J. Arnold, president of the 
Northwestern National Life, two of the 
most able men of the organization. 

Harry B. Arnold, head of the Midland 
Mutual, who served the American Life 
Convention so effectively as president, 
goes on the executive committee. Mr. 
Arnold had most important duties to 





has nothing to do with life insurance 
contracts. It is only interested when 
the proceeds are paid in. It is advan- 
tageous to trust companies to have in- 
surance trusts created. It is a matter 
of good business. He doubts the 
propriety of calling these life insurance 
trusts. Trust companies desire to get 
advantage of the prestige and good 
name of life insurance. He _ thinks 
there should be no antagonism between 
the two interests. A life company, he 
said, is designed for a different purpose 
than the trust company and should not 
embark in a line of business for which 
it is not constituted. 

E. M. Grossman, counsel for the 
Central States Life, said that there is 
a general demand on part of many 
people that their insurance money go 
to beneficiaries intact. Trust com- 
panies charge 5 per cent for their serv- 
ice and with the attorney’s fees, there 
is a noticeable depreciation in the face 
amount. Life companies, he declared, 
are thus forced to have optional set- 
tlements. He said when it is provided 
that a life company pay out policy 
proceeds in fixed periodic payments, it 
can not be called a trust from the trust 
company standpoint. 

A. E. Wilder of the Mutual. Trust 
Life cautioned any company intending 
changing its name from incorporating 
the word “Trust” in it as some state 
laws are strict in prohibiting the licens- 
ing of such corporations unless they 
come under the banking act. 


BroSmith Favors the 
Insurance Service 


William BroSmith of the Travelers 
took the position that there is no con- 
flict in the trust company and life in- 
surance service. A _ policyholder can 
leave explicit directions as to the man- 
ner he desires to have his insurance 
money paid. Life companies are au- 
thorized to allow various options. This 
service is done by life companies ad- 
mirably. Courts of equity see to it 
that obligations of this kind are faith- 
fully carried out. He declared there 
is a growing demand for the protection 
of beneficiaries. Life companies should 
provide for distribution of proceeds by 
periodic payments. Mr. BroSmith said 
life company can not act as trustee 
for proceeds where discretionary power 
is given. 

J. A. Reynolds declared more life 
insurance could be sold if the pur- 
chasers knew their favorite trust com- 
pany would look after the proceeds and 
administer the fund. He emphasized 
the fact that millions are squandered 
by bad investments. The white collared 
pirates, he claimed, are seeking prey 
every where. Even in the strong box 
of J. Pierpont Morgan, there was 
found $7,000 on worthless securities. 

President O. J. Arnold of the North- 
western National Life occupied the 
chair during the discussion. 








perform during his administration. It 
was a critical year. He piloted the ship 
with dexterity and courage. 

The three new members on the com- 
mittee will be very helpful, representing 
as they do distinct types of men—C. W. 
Gold, vice-president Jefferson Standard 
Life; _ Clarence L. Ayres, president 
American Life of Detroit, and Col. 

, Robbins, president Cedar Rapids 
Life—a triumvirate that will bring to 
the organization a splendid experience: 


Changes Made in 
State Vice-presidents 


Changes in state vice-presidents are: 
Alabama, Sam F. Clabaugh, Alabama 
National Life; California, F. B. Olds. 
Great Republic; Colorado. George H. 
Beaudry, Capitol Life; Illinois, Henry 
Abels, Franklin Life: Indiana, A. E. 
Werkoff, Lafayette Life; Iowa, J. i 


=== 


Shambaugh, Des Moines Life & Ap. 
nuity; Kentucky, I. Smith Homane 
Commonwealth Life; Michigan, M. E 
O’Brien, Detroit Life; Missouri, W. K 
Whitfield, International Life; Nebras. 
ka, Howard Wilson, Bankers of Lip. 
coln; North Carolina, Lacey McAfjic. 
ter, Pilot Life; Pennsylvania, Jacksop 
Maloney, Philadelphia Life; Tennes. 
see, C. A. Craig, National Life & Aggi. 
dent; Texas, D. E. Waggoner, Unites 
Fidelity Life; Washington, R. C. By. 
ton, New World Life; West Virginia 
H. B. Smith, George Washington Life. 
Ontario, T. G. McConkey, Canada Life 


Change Made in By-Laws 


At the executive session, changes 
were made in the bylaws. A _ ney 
standing committee was approved, jt 
being on investments. 

Hereafter a junior officer, actuary. 
medical director or counsel may cast a 
vote for his company. 

The assessment rule was changed to 
have the basis ordinary insurance jn 
force in the United States has. In. 
dustrial life and industrial health and 
accident are excluded. 

The executive committee 





Shall fix 





0. J. ARNOLD, Minneapolis 
President, Northwestern National Life 


the compensation and term of office of 
the secretary. 

In case of disability or absence of 
the president, a member of the execu- 
tive committee is to be chosen to take 
his place. 


Changes Were Made 
in the Constitution 


The changes in the constitution were 
made as follows: 

Amend ARTICLE III by 
words “or reinsurance life” between the 
words “life” and “insurance” in the third 
line, and by omitting all after the word 
“form” in the seventh line so that the 
article will read: 

Basis for Membership 

ARTICLE III. Upon the approval of 
the executive committee, after full com- 
pliance with the by-laws in force at the 
date of the application, an yregular life 
or reinsurance life company, organized 
upon the legal reserve or old line plan, 
may be admitted to membership in the 
American Life Convention; Provided, the 
applying company has ordinary life 
business in force at the date of its last 
annual statement of not less than 
$5,000,000 written upon the legal reserve 
form. 

Amend ARTICLE IV by omitting the 
word “once” in the first line so that the 
Article will read: 

Meetings 

ARTICLE IV. This organization shall 
convene each year at such time and 
place as may be agreed upon either by 
vote of the members or on call of the 
executive committee: 


inserting the 


Amend ARTICLE V so that it will 
read: 
Officers 
ARTICLE V. The officers of this = 
an a* 


ganization shall be a president, 
(CONTINUED ON PAGE 37) 
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Legal Section Has Splendid Program 


NEW OFFICERS ELECTED 


Chairman—A. D. Christian, Atlantic Life of Richmond, Va. 
Secretary—Frank W. McAllister, Kansas City Life. 


the opening session of the Legal 


Section of the American Life Con- 


At 


vention Judge W. S. Ayres, gen- 
eral counsel of the Bankers Life of 
lowa, chairman of the section, called 
on Secretary T. W. Blackburn of the 
major organization, who retires from 
ofice this year. Mr. Blackburn said 


that he would continue to come to the 
meetings and being general counsel of 
the Prairie Life, he would still be on 
the membership roll. He introduced 
his successor, Attorney Claris Adams of 
Indianapolis, who made his bow with 
a few remarks. 

James C, Jones, Jr., of St. Louis, 
counsel for the American National of 
that city, discussed the paper read by 
LL. Bomberger of the Northern States 
Life on “Technicalities.” Mr. Bomber- 
ger sees a new day with a greater un- 
derstanding of life insurance on part of 
courts. Greater justice, he felt, is mani- 
fest. Mr. Jones stated that in earlier 
days companies were pioneering. They 


felt it necessary to protect their con- 
tracts by many restrictions. Hence 
there were many contests. With the 
larger experience, policies have been 
liberalized and bulwarks have been taken 
down. He thinks the old time prejudice 
is being obliterated. With the few safe- 
guards in the modern policies, com- 
panies are justified in defending them. 


He sees but little change in the attitude 
of the courts in Missouri, they being 
still benighted. Mr. Jones declared that 
the criticism visited on the courts should 
be handed to the legislators that pass 
ambiguously worded and complicated 
laws. 


President Arnold Is 
Introduced to Members 


H. B. Arnold, president of the Amer- 


ican Life Convention, who is president 
and general counsel of the Midland 
Mutual Life, in speaking to the Legal 


Section, asserted that the life companies 
do not give the legal departments their 
proper value. The general practitioner 
is able to contribute much of value to 
all departments of a company. The 
management, he contended, should avail 
itself of the service of the legal end. 
There are too many cases contested that 
should not be contested. If the counsel 


had been consulted all along the way, 
there would have been less litigation. 
Other departments should consult the 


legal men before drafting provisions and 
clauses. Because they do not there are 
some abortive results that are an 
abomination. 

Mr. Arnold claimed that many com- 
panies are sleeping over much potential 








A. D. CHRISTIAN, Richmond, Va. 
New Chairman of Legal Section 





contracts 
the legal 


trouble by having 
drawn up without review 


agency 
by 


department. Few go to the attorneys 
before a law suit is in sight. He said 
that the people who get in the worst 


trouble are those who do not consult 
attorneys until the crisis comes. 

President J. B. Reynolds of the Kan- 
sas City Life and General Manager Lee 


J. Dougherty of Guaranty Life of 
Davenport, both former heads of the 
American Life Convention, spoke 
briefly. 


Committees were appointed to prepare 


memoirs on the following deceased 
members: Benj. Edwin Page, Occidental 
Life of Los Angeles; J. A. Brubacher, 
Farmers & Bankers Life; Clinton W. 
Nugent, American National of Galves- 
ton. 

The chairman appointed W. Calvin 
Wells, Lamar Life; D. W. Simms, La- 
fayette Life; W. M. Allen, Franklin 
Life. 

Discussion on Paper 

of Jelks H. Cabaniss 

There was some discussion on the 
paper of J. H. Cabaniss of the Protec- 
tive Life on “Death by Legal Execu- 
tion.” F. W. McAllister of the Kansas 
City Life declared he could not see 
how the differences in courts on the 
subject could be harmonized. Life in- 


surance companies would find it impos- 


sible to function in a practical way if 
not for the inherent and natural in- 
stinct of people to cling to life. That 
is fundamental. The question of pub- 
lic policy arises when an issue comes 
forth as to whether a company is liable 


The 
the 


con- 
judge 


is executed. 
science and sentiment of 
governs in a decision. 

L. A. Stebbins of Chicago said it 
impossible to know what the law is in 
the federal court unless one considers 
suicide cases along with those pertain- 
ing to assured who had been executed. 
The law in the federal court on liability 
of life companies in cases of execution 
starts with the Byrd case. In the 
suicide cases it starts with the Ritter 
case. Both are based on the same line 
of reasoning, viz. that it is against pub- 
lic policy for one to accelerate his death. 

Mr. Stebbins said subsequent decisions 
of the United States Supreme Court 
seem to have abandoned this attitude. 
In Whitfield vs. Aetna Life, the United 


if an assured 


1s 


W. 8S. AYRES, Des Moines 
Retiring Chairman, Legal Section 


FRANK W. 


States held that the 


state 


Supreme Court 
courts must decide what is pub- 
lic policy and act accordingly. In the 
McCue case the Wisconsin law gov- 
erned where the contract was issued and 
made or the Virginia law where it was 
delivered. It decided in favor of Vir- 
ginia. In N. W. Mutual vs. Johnson 
it was purely a question of the general 


construction of law. In this case re- 
covery was made. 
Mr. Stebbins contended that as an 


independent policy for the federal courts 
the United States Supreme Court has 
abandoned its former doctrine and now 


holds that the state law as to public 
policy governs. If the state law is 
silent, it was Mr. Stebbins’ opinion 
that the United States Supreme Court 
would follow the Byrd case. 

Mr. Stebbins said two recent cases 


had been decided involving the question 


of whether suicide is contemplated in 
the incontestable clause. One was 
Herin vs. Standard Life in the eastern 
district of Arkansas and the other 
Mack vs. Connecticut General in United 
States Circuit Court of Appeals in the 
8th circuit. In both cases it was held 
that suicide was not within the scope 
of the incontestable clause. In the case 
of N. W. Mutual vs. Johnson it was 
held flatly that suicide was within its 
scope. Mr. Stebbins said in the John 
son case there was no separate suicide 
clause. In the two others there were 
both suicide and incontestable clauses. 

H. C. Bates of New York called 
attention to a decision in the Appellate 
Division of the New York Supreme 
Court, in Smith vs. Metropolitan which 
held that there could be no recovery 
on part of the assignee of a policy 
where the assured has murdered the 
beneficiary and subsequently made the 
assignment. 
Telegram Sent to J. C. Jones, Sr. 

At His Summer Quarters 

James C. Jones, Sr., one of the 
founders of the Legal Section and a 
wheel horse in the organization, was 
not present this year. He is on his 
vacation at Battle Lake, Minn. A tele- 


gram of greetings and good wishes was 
sent him, 
ee 
discussed the 
son of the 
“Premiums Paid 


Bates of the Metropolitan Life 
paper of John M. Atkin- 

International Life on 
by Check.” He said 


McALLISTER, Kansas City 
New Secretary of Legal Section 





it is the universal custom for com 
panies to have premiums paid in this 
way. The companies follow the usual 
business practice. The fact that checks 
are so used does not mean that pay 
ment is satisfied if the check is not 
good. The courts place a greater bur 
den on insurance companies than other 
institutions as to intention in payment 
by check. 

Mr. Bates said that the greatest diffi 
culty confronting the companies will 
come through acts of agents and banks 
which may destroy the policy condi- 
tions. He declared that notwithstand 
ing this, companies can not make it too 
hard for people to pay premiums. It 
too many restrictions are placed about 
payment by check it will discourage 
policy holders from taking out insur 
ance, 

Christian Elected Chairman 
For the Ensuing Year 
Major Wells reported for the nom- 


inating committee. The custom prevails 


to promote the secretary to chairman 
so Maj. A. D. Christian of Richmond, 
Va., was chosen head of the Legal 
Section. He is a man of culture and 
charm, with a fine legal and military 
record. 

Frank W. McAllister of the Kansas 
City Life was unanimously chosen sec 
retary. He is one of the wheel horses 
of the organization and a man of wide 
training. 

The Legal Section adjourned at noon 


Tuesday to permit the members to seek 


some form of entertainment 

Most went to see the Detroit Tigers 
play the Chicago White Sox in a base 
ball game. William Ross King, editor 
of the “Legal Bulletin” did not read 
his paper giving the important legal 
decisions of the year but it will be 


printed in the proceedings. 


The program this year was unusually 
attractive and profitable. The papers 
all were comprehensive and showed 


profound study. 


Features of Golfers Dinner 


The golfers dinner was held in the 
Book-Cadillac Tuesday night It was 
open to all people attending the meet 
ing [The diners were guests of the 
Michigan companies William  Bro- 
Smith of the Travelers on behalf of 
the Legal Section presented T. W 
Blackburn with a Swiss watch and 
chain. There was some very creditable 
professional entertainment Dancing 
followed the dinner The indefatigabk 
Homer Guck of the Detroit Life had 
charge of the arrangements. He does 
his work well always. 
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HE companies are the agents of 

policyholders in the collection, ad- 

ministration and distribution of the 
funds intrusted to them, and it is by co- 
operation and through competition that 
we as officials may most efficiently dis- 
charge the duties imposed upon us. 
While cooperation is essential to sound 
and stable progress, yet by law and the 
courts it is sometimes held to be detri- 
mental to public and private interest, 
and while competition is often called 
the life of trade and is likewise essen- 
tial to such progress, it may be destruc- 
tive of private interest and injurious to 
the public welfare. 


Legal Control Unnecessary 
When Purposes Are High 


Our contracts, our investments and 
our conduct of the business are dictated 
by law, and our compliance with law 





M. E. O'BRIEN, Detroit 
President, Detroit Life 


and the discharge of the trusts reposed 
in us are supervised by governmental 
agencies. A life insurance official of 
honest purpose has neither fear of 
detection nor fear of the law. In the in- 
terest of policyholders with a clear con- 
science he does his part in the adminis- 
tration of the institution. With this 
type of man the interests of policyhold- 
ers will be protected regardless of the 
restrictions of law and guardianship of 
insurance departments. We agree that 
our policyholders shall have the pro- 
tection of law and of supervision, but 
we must recognize the frailties of hu- 
man nature and that to some extent it 
is competition and comparison which 
keep the business on the high level of 
integrity which it must have to retain 
public confidence. 


Cooperation Is General 
in Life Insurance 


In no other business is cooperation so 
general and so real. Executives freely 
give their experience and aid to other 
executives; custodians of company funds 
eollaborate in efforts to secure the high- 
est returns from the most stable invest- 
ments; actuaries freely exchange their 
experience, published and available to 
all, for the scientific development of re- 
serves, policy forms and features; medi- 
cal directors individually and collectively 
aim to extend service to all who have 
any right to expect insurance, and to 
promote the health of the individual 
and of the public; counsel freely consult 
with the purpose of eliminating contests 
and litigation and of securing and justi- 
fying the confidence of the public; 
agency officials in large degree are 
helped by an exchange of experience 


BY H. B. 


Cooperation and Competition Needed 


ARNOLD 


President, American Life Convention 


which tends to greater efficiency and 
economy; and agents, through the As- 
sociation of Life Underwriters, one of 
the oldest of the cooperative organiza- 
tions, in many ways have contributed 
to the improvement of conditions in the 
acquisition of business and in the serv- 
ice which is rendered to policyholders. 
‘thorough investigations, exhaustive dis- 
cussions and conscientious deliberation 
are combined with the knowledge, expe- 
rience and judgment of the best men in 
the business, to promote efficiency and 
economies, 


Little Cooperation Existed __ 
Betore Armstrong Investigation 


While cooperation existed prior to the 
Armstrong investigation, the organiza- 
tions ot companies in the American Lite 
Convention and the Association of Life 
lnsurance Presidents have greatly ac- 
celerated the cooperation which has 
since grown to be an outstanding tea- 
ture ot the business. In 20 years we 
have seen the insurance in force grow 
from“nearly $14,000,000,000 to approxi- 
mately $75,000,000,000. in this period of 
20 years we have seen the development 
of a cooperative effort for the improve- 
ment of conditions which I believe can 
not be found in any other business, and 
we now see increased benefits to policy- 
holders, a stronger claim to public con- 
hdence and a greater stability that in a 
large degree have come from these co- 
operative movements. ; 

In the early days of the American 
Life Convention there was antagonism 
on the part of the older companies to- 
ward the younger companies, which in 
particular was reflected in attacks on 
the preliminary term plan of valuation. 
Cooperation has eliminated this and 
other features of conflict. For years the 
convention has worked harmoniously 
with the Association of Life Insurance 
Presidents for the advancement of the 
best interests of the business, and 
within recent years we have seen the 
preliminary term plan, with cooperation 
between the convention, the association 
and the insurance commissioners, ac- 
cepted and approved in all the states of 
the Union as a safe and scientific basis 
of valuation. 


Vicious Practices Eliminated 
After the Investigation 


In this period of 20 years we have 
seen the finally unanimous adoption of 
the incontestable clause, and of loan, 
extended insurance and cash _ value 
options, and a great advancement in the 
simplification of policy forms and in the 
protection furnished and in the privileges 
granted. We have seen the development 
of service to policyholders through the 
accidental death and disability benefits. 
We have seen a wide development in 
the furnishing of free health examina- 
tion to policyholders, which, confidential 
to them, is largely for their benefit. We 
have seen a tendency towards a more 
scientific development in all branches of 
the business and the raising of the 
standard of soliciting life insurance to 
that of a profession. What may have 
been vicious features in the business 
prior to the Armstrong investigation 
have in large degree been eliminated or 
minimized in the past 20 years. Public 
confidence in life insurance today is pos- 
itive. 

Cooperation May Complement 

Benefits of Competition 


Along with these cooperative efforts, 
which have so much contributed to life 
insurance as it is today, has gone com- 
petition, which also has been a large 
factor in the development and increase 


of the service rendered to policyholders 
and in the maintenance of the public 
confidence. The results of competition 
may be either beneficial or detrimental, 
and here it is that cooperation may 
complement the benefits of compe- 
tition by restricting its dangers. Com- 
panies and officials in general feel their 
responsibilities and are conscientious in 
seeking to give the best service to, and 
obtain the best results for, policyhold- 
ers. If there are any companies or offi- 
cials who do not have this feeling they 
must and ultimately will respond to the 
precept and example of the great ma- 
jority. 


Existence of Many 
Companies Beneficial 


The American Life Convention now 
celebrates its 21st anniversary. It had 
its birth during the somewhat stormy 
days of the Armstrong investigation. Jt 
has justified its existence, and while to- 
day it is the pride of its fathers, it has 
probably exceeded their dreams in its 
work and influence. Following that in- 
vestigation many companies in all parts 
of the country were organized, some by 
promoters, many by those who desired 
in their respective localities to carry on 
the business for the major benefit of 
policyholders. We have today approxi- 
mately 300 legal reserve companies in 
the United States. The convention has 
a membership of 138 companies, located 
in 37 states, the District of Columbia 
and Canada. Some companies have been 
eliminated and perhaps others may be. 
In my opinion the distribution of com- 
panies through all parts of the country 
has been a great factor in securing the 
confidence which the public now has in 
the business. It is best that there should 
be a large number of companies widely 
scattered, so that in all parts of the 
country there may be local contacts 
which will maintain the confidence upon 
which the business must rest, and whic}f 
in dealings with officials, legislators, 
courts and juries will demonstrate that 
companies are conducted in the interests 
of the policyholders and of the public. 
If this widespread distribution of com- 
panies were to be substantially reduced, 
in my judgment there might ultimately 
be a lessening of that confidence, and 
an injurious effect on the business, by 
reason of prejudice which often accom- 
panies distance between headquarters 
and field contacts. 


Competition May Injure 
Public Welfare 


While competition is essential to 
progress it may be destructive of private 
interest and injuries to the public wel- 
fare. All of the companies compete for 
business, and this is as it should be. No 
other business today is so free from 
charges of efforts to stifle or eliminate 
competition. There are no agreements 
or understandings of any kind which 
come within the anti-trust laws. Free 
competition exists, along with coopera- 
tive efforts for improvement in the 
wares which the companies sell and in 
the service which they render to their 
customers; yet we should not forget 
that competition may be destructive of 
private interest and injurious to the pub- 
lic welfare. It is the character, not the 
existence, of competition which has its 
dangers. 


Must Take No Chances 
With Policyholders’ Money 


Adherence to approved methods and 
observance of tried and proven practices, 
experimentation only after mature and 
deliberate investigation with a consensus 
of opinion that the results will be safe, 





are essential to right progress. We haye 
no right to take chances and to exper. 
ment with our policyholders’ moneys 
We have no right to endanger the funds 
intrusted to us. While there is a marked 
tendency to develop large volume with 
the older companies and increased yo}. 
ume for the younger companies, and jp 
this phase of competition there may be 
present dangers of extravagance and 
lowering of standards, yet experiments 
and new features of competition should 
be carefully considered, should be ap- 
proved by a consensus of opinion of our 
wisest and most conservative, and 
should be adopted with near certainty 
that the interests of policyholders and 
beneficiaries are in nowise endangered. 
It behooves all of us, when somewhat 
exhilarated by the spirit of contest and 
by pride of growth, to remember in the 


Cc. L. AYRES, Detroit 
President, American Life 


game which at some time may mean 
“the survival of the fittest” that quality 
is more important than volume and that 
conservatism is the cornerstone of the 
structure. Are we always guided by 
these ideas? The administration of the 
business today is the carrying on of a 
great trust for the benefit of policyhold- 
ers and beneficiaries, and companies 
which do not have some altruism and 
idealism in their make-up may find it 
difficult, in the competition which may 
occur, to maintain their places in the 
line of progress. 


Voices Regret at Secretary 
Blackburn’s Resignation 


I extend my appreciation to the sec- 
retary who with me as with my prede- 
cessors has lightened the duties of the 
president. It is with regret that his an- 
nounced intention of retiring from active 
duty will soon be effective. He will be 
missed. We all appreciate the know!l- 
edge, resourcefulness, good judgment, 
loyalty and patience he has shown, and 
the conscientious attention to detail 
which is reflected in his every act. His 
interest in the convention will not be 
lessened, but I hope we may continue 
to have the benefit of his counsel. We 
wish him many years of peace and hap- 
piness. 


Plan for Permanent 
Headquarters Followed 
The executive committee has carried 
ovt your mandate that permanent head- 
(CONTINUED ON PAGE 19) 
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Progress 


ITTING in my office the other day 
S looking at the photographs of 19 of 

the 20 presidents with whom I 
have served as they hang upon the 
wall, I was impressed with the thought 
that the American Life Convention has 
been fortunate indeed in its choice of 
executives. Three have passed over the 
river which divides life from death— 
Charles E. Dark of Indianapolis, Bas- 
com H. Robison of Nebraska and Henry 
W. Johnson of Illinois. These three 
were taken away from their companies 
and their associates in the great business 
after each had started a company and 
lived to see it successful. They left 


three monuments to mark the places 
they filled in life insurance. They are 
the American Central Life of Indian- 
apolis, now with more than $200,000,- 
000; the Bankers Reserve Life of 
Omaha with more than $100,000,000; 
the Central Life of Chicago, youngest 





CLARIS ADAMS, Indianapolis 
Newly Elected Secretary 
more than $50,000,- 


of the three, with 


000 in force. 


Real Contests for 
Office in Early Years 


years we had some 
real contests for membership of the 
executive committe and the presi- 
dency. I remember in one instance the 
ieeling was so intense that one of the 
representatives came to my desk and 
remarked, “This is the beginning of 
the end. This fight will be carried 
into the personal relations of the mem- 
bership and we shall be split, as nearly 
every organization has been split by 
factionalism.” 

He was wrong. The fight was a 
close one, but it ended when the vote 
Was announced. Not many years later 
the two k&ntagonists of that contest 
were cooperating to have the unsuc- 
cessful candidate honored. Again the 
result was close, but no bitterness ex- 
isted when the battle was over. There 
were spirited contests over policies as 
well as persons, but when the storm 
Was over, the membership, as a rule, 
accepted the result goodhumoredly, 
and so no feud has ever torn the Con- 
vention or destroyed its usefulness. 


In the early 


Secretary and Counsel 
Unanimously Re-elected 


\s for the secretary and counsel, he 
was elected unanimously year after year 
1917, when one vote was recorded 
adverse. The next year his election was 


u 





eferred by an amendment of the con- 
atits ition to the executive committee and 
since that date there has been a unani- 
mo - vote of the committee recorded an- 
nualiv 


in his favor. He has had the 
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By T. W. BLACKBURN 


Retiring Secretary and Counsel 


whole-hearted cooperation of the of- 
ficers, executive committee and member- 
ship from the date of organization. The 
years have been happy periods and the 
secretary and counsel believes he has 
the warm friendship of every man who 
has ever served the Convention as presi- 
dent or member of the executive com- 
mittee and of better than 95 per cent 
of all the members. This fact is the 
greatest achievement of his somewhat 
busy career, and in this he takes a pride 
which words cannot reveal. 


Every President Can Well 
Point With Pride 


No man could fail to succeed with the 
men of this Convention back of him. 
No man who has worked with Reyn- 
olds, Dark, Robison, Smith, Hamilton, 
Vardell, Gold, Lindly, Abels, Randall, 
Grimsley, Coffin, Seay, Simmons, John- 
son, Taylor, Cunningham, Dougherty, 
Graham and H. B. Arnold as guides, 
advisers and friends could avoid steering 
his course along lines of usefulness. 
These are representative men of the 
American Life Convention and _ there 
are a hundred or more like them in 
this organization. Every president who 
has served the Convention can “point 
with pride” to advances made in its 
development and actual accomplish- 
ments for the good of life insurance 
without a single exception. Some day, 
perhaps, the retiring secretary may be 
moved to assemble these by years and 
establish the facts by the record. 


Factor in Development 
of Young Companies 


Each of these men was a potent fac- 
tor in the founding and development of 
a young life insurance company. The 
Kansas City Life, the American Central 
Life, the Bankers Reserve Life, the Vol- 
unteer State Life, the Federal Life, the 
Southwestern Life, the Jefferson Stan- 
dard Life, the Security Mutual Life, the 

Minnesota Mutual Life, the Security 
Life & Trust, the State Life of Indiana, 
the Southland Life, the Pan-American 


Life, the Central Life of Illinois, the 
Atlantic Life, the Guaranty Life, the 
Central States Life, and the Midland 
Mutual Life—successful legal reserve 


life companies of the highest standing, 
line the highway along which life insur- 
ance has made its conquering march 
the last fifth of a century, and the men 
who have been presidents of the Ameri- 


can Life Convention are the captains 
of industry who made these splendid 
young companies the bulwarks and 


watchtowers of the great institution in 
which we all have had a prideful part. 


Geographical Distribution 
of Convention Presidents 


The geographical distribution of the 
presidents is of itself an inte resting dem- 
onstration of the influence of the Ameri- 
can Life Convention. It is also a 
marked tribute to its democratic form 
of organization. Three presidents from 
Illinois, two each from Indiana, Mis- 
souri, North Carolina, Texas and Ne- 
braska, one each from Iowa, Louisiana, 
Minnesota, Tennessee, Virginia, Ohio 
and Montana. Thirteen states have fur- 
nished presidents. On the executive 
committee, the states of California, 
Idaho, Colorado, South Carolina Flor- 
ida and Georgia, in addition to the 13 
already named, have served the Conven- 
tion. Eighteen states in all have con- 
tributed to the management, and 28 
companies have supplied the 29 different 
members of the executive committee. 

The Convention has been singularly 
free from factional controversies and 
feuds. No member has ever withdrawn 
from the Convention because of any 








factional disturbance. Members have 
withdrawn, but not because of dissat- 
isfaction with the results of any elec- 


There have been 204 
different companies, members in the 
last twenty years. Of this number, 
only ten have voluntarily given up their 
membership. All the other names lost 
to the roster have gone out by merger 
or reinsurance. No member has ever 
been expelled and three of the ten who 
withdrew renewed their memberships. 


tion of officers. 


Reynolds First President. 
Only One Re-elected 


Our first president was Joseph B. 
Reynolds and he only has been honored 
by election for a second term, this con- 
spicuous honor being accorded him by 
a unanimous vote at the 18th annual 
meeting in Des Moines. Mr. Reynolds 
has been a useful leader and was the 
father of the Convention. He and the 
late Charles E. Dark conceived the idea 
and joining with Sidney A. Foster called 
the conference for Chicago Dec. 5, 1905. 
He and Mr. Dark were active at that 
meeting. Six others voted to organize 
and called the organization meeting 
which convened in St. Louis, Jan. 30, 
1906, when the American Life Conven- 
tion was born. Mr. Reynolds, who had 
been chairman of the preceding confer- 
ence, was elected president and thus 
was pilot of the ship for the next eight 
months and in command when the first 
annual meeting was held in the port of 
Chattanooga. The other six represen 
tatives of companies who participated 
in the vote at Chicago were B. H. Rob- 
ison, W. A. Lindly, George B. Peak, 
Arthur Jordan, Samuel Bosworth Smith 
and J. T. Casey, who voted for the 
Bankers Reserve, Security Mutual, Cen- 
tral Life of lowa, Meridian Life, Vol 
unteer State Life and Guaranty Mutual 
M. A. Woollen, Everett Wagner and 
the secretary were representing the 
American Central, the Meridian Life 
and the Bankers reserve, respectively, 
in addition to those above named. 


Vote for Organization 
of Convention Unanimous 


It is interesting to remember that the 


Missouri State Life, Register Life of 
Davenport, Bankers Life of Lincoln, 
Columbia Life of Cincinnati, Des 
Moines Life and Federal Life of Chi- 
cago were participants in one or more 
of the three sessions held in the Great 


Northern Hotel, Chicago. When the 
time came, late at night, to determine 
the question of permanent organization, 
only the eight named above were ready 
to cast the die. At the suggestion of 
Isaac Miller Hamilton, the Federal, 
Columbia and Des Moines Life were ex- 
cused from voting. The Missouri State, 
Register Life and Bankers Life were 
absent. So it came about that the vote 
on the resolutions and to organize was 
unanimous, 

Messrs. Smith, Peak and Blackburn 
were made a committee to report the 
proceedings for the press. This com- 
mittee announced in the papers of Dec. 
6, 1905, that representatives of life in- 
surance companies of the states of Ohio, 
Indiana, Missouri, Nebraska, Iowa and 
Tennessee had, at a conference in Chi- 
cago the preceding day, voted to organ- 
central 


ize an association of western, 
and southern companies for the pur- 
pose of protecting the interests of the 


policyholders of those sections. It also 
declared for strict state supervision, op- 
posed federal supervision and expressed 
the opinion that federal supervision was 
unconstitutional. 

The executive committee, on complet- 
ing the organization, was made up of 
Messrs. Reynolds, Smith, Dark, Peak 


Reviewed 


and Robison and the writer, then coun- 
sele of the Bankers 
tary of the conference. It was moved 
that the executive }committee call a 
meeting for Jan. 30, 1906, at Jefferson 
Hotel, St. Louis, and that it prepare a 
program of topics tor dis 
invite representatives of all 
serve life companies in the 
central and southern states to 
and participate, 

The report of the 


Reserve and secre- 


ussion and 
legal re- 
western, 
attend 


conmimiuttee on cre- 


dentials at St. Louis, Jan. 30, 1906, con- 
tains the familiar names of the follow- 
ing: J. B. Reynolds, Charles E. Dark, 
Isaac Miller Hamilton, Arthur F. Hall, 
W. K. Bellis, Guilford A. Deitch, S. B. 
Smith, B. H. Robison, C. A. Goodale, 
Dr. J. T. J. Battle, W. A. Lindly, Dr. 
M. M. Lairy, Everett Wagner, C. R. 
Porter, C. A. Woods and R. D. Hughes. 


seven companies present, 
Missouri had two each, 


Indiana had 
Nebraska and 








BLACKBURN, Omaha 
Retiring Secretary and Counsel 


T. W. 


Illinois, Georgia, Tennessee and North 


Carolina one each. 


Twenty-four companies 
Willing to Be Counted 


After the report of the committee 
on credentials had been adopted, show- 
ing 24 companies willing to be counted, 
nine of which were not in attendance, 
Messrs. Bellis, Dr. Battle and Black- 
burn reported recommending a perma- 
nent organization and dratt of a con- 
stitution and by-laws. The report left 


blank the amount of the salary which 
should be paid the secretary. On mo- 
tion of Mr. Hamilton the salary was 
made $100 for the ensuing year. The 
membership fee was fixed at $10 and 
the annual dues a like sum. The re- 
port being adopted unanimously, Chair- 
man Reynolds announced that the 
American Life Convention was organ- 


ized and ready for business. 


Vice-Presidents and 
Committees Selected 


Mr. Reynolds was made temporary 
chairman and was elected president. 
Messrs. Smith for Tennessee, Porter 
for Georgia, Dr. Battle for North Caro- 


Nebraska, Melson for 
Missouri, Peak for lowa and Dark for 
Indiana were elected state vice-presi- 
dents. Mr. Blackburn was elected sec- 
retary and treasurer. The president, 
Mr. Lindly and Dr. Christian were 
named a committee to nominate the 
five elective members of the executive 
committee. They reported Samuel B. 
Smith of Tenessee, C. R. Porter of 
Georgia, Charles E. Dark of Indiana, 
B. H. Robison of Nebraska and Isaac 
(CONTINUED ON PAGE 27) 
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The Insurance Salesman of the Future 


By W. T. GRANT 


ACK in the dim and distant past, 
B when the great business of | life 

insurance received a sudden im- 
petus, due to my entrance into the busi- 
ness as an agent of the New York 
Life, it was even then the accepted be- 
lief that the business had experienced 
its most rapid development. No one 
believed that the great companies of 
that day could continue the same ratio 
of growth they had established in the 
past. 

Those were the palmy days of the 
business from the viewpoint of a cer- 
tain prolific type of insurance men that 
constituted a considerable portion of 
the agency forces of the various com- 
panies. Then the chief requisites for 
a top-notch contract were a shine, a 
shave and a seductive smile. Possessed 
of those qualifications, one could enter 
the office of the average agency, a total 
stranger, and emerge therefrom a short 
time later a full-fledged life insurance 





W. T. GRANT, Kansas City 
President, Business Men’s Assurance 


salesman. In. addition to the afore- 
mentioned assets, he would now possess 
a rate book, a supply of applications 
and a goodly sum of his new employer's 
cash. The amount obtained would be 
dependent solely on his ability to make 
his story of past achievement, coupled 
with recent unavoidable misfortune, suf- 
ficiently appealing to excite at once the 
warm admiration and heartfelt sympa- 
thy of his new-found friend and em- 
ployer. 


Future Holds Even 
Greater Opportunities 


Looking backward now to those days, 
we wonder how we could have been so 
unappreciative of what life insurance 
was destined to be, and how compara- 
tively small the giants of that day 
would soon appear in comparison with 
their own future greatness. 

Dr. Huebner, one of the great life 
insurance authorities of the day, tells 
us that to capitalize present life val- 
ues on a 5 per cent basis would require 
$1,000,000,000,000 of insurance. The in- 
come at 5 per cent on that sum would 
approximate the annual earnings of all 
of our citizens. Based on Dr. Hueb- 
ner’s conclusion, only 7 per cent of the 
present human life value is covered by 


insurance. Life insurance in force is 
increasing at the rate of $20,000,000 
per day. But at this rate it still would 


require 134 years to attain the $1,000,- 
000,000,000 mark. 

I believe we may dismiss from our 
minds any misgivings as to whether 
or not the life insurance man of the 
future will be handicapped bv a lesser 
opportunity than those who have pre- 
ceded him. His opportunity and his 


responsibility will be greater than has 
ever yet been known. 


What Type of Man Will 
Future Salesman Be? 


Upon what type of man, then, must 
we depend, if life insurance is to real- 
ize its full destiny—if its benefits are 
to be widely diffused among all classes 
of our people in some more reasonable 
proportion to their needs? 

First of all, this future life salesman 
will find the requirements for admis- 
sion to the ranks of underwriting far 
more exacting than those imposed upon 
his predecessor. His personality, his 
experience and education, his record of 
loyalty and integrity, his ambition, his 
health, his financial resources and hab- 
its of thrift or extravagance, his opti- 
mism, his courage, his viewpoint to- 
ward life insurance and motives for 
desiring to engage in it, his vision of 
its future possibilities—all these and 
more will be factors that will be con- 
sidered by the company with which he 
seeks to become associated. And, if he 
successfully passes all tests and _ is 


be paid to those only who look on the 
business as one of sufficient dignity and 
opportunity to justify their devoting 
their entire time and talent to it, it 
has been most gratifying to me to ob- 
serve the rapid trend toward this idea. 
I have never understood the viewpoint 
of the company executive who elo- 
quently proclaims the selling of life in- 
surance a profession, and yet employs 
in his own company untrained, unin- 
‘structed, and largely uninterested part- 
time agents. 

It is my earnest hope and my firm 
conviction that the life insurance sales- 
man of the future will find himself 
protected against having to compete 
with part-time representatives of either 
his own or other companies, who be- 
cause they do look upon their agency 
as merely a side issue are so ignorant 
of the policy contracts themselves, and 
so incapable of giving dependable in- 
surance counsel that they must fail dis- 
mally in building the greater respect 
for our business which we all so much 
desire. 

The salesman of the 


life insurance 








ahead for the agent of the future. 








W. T. Grant, president of the Business Men’s Assurance, in his ad- 
dress before the American Life Convention outlined the qualities which he 
believed would be found in the life insurance salesman of the future and 
which he regarded as essential to success in the life insurance business. 
He referred to the conditions that existed in the field’ when he himself 
Started into the business as an agent, tracing the tremendous gains made 
since that time and expressing the view that still greater possibilities lay 

















brought into the business, his chance 
of success will be greatly enhanced by 
the elimination in advance of those un- 
fitted or unprepared. 


Salesman of Future 
Must Possess Personality 


One of the first requisites of the life 
insurance man of the future must be 
what we term “personality.” In ob- 
serving the individual members of our 
own sales forces, we see the man with 
personality building friendships, creat- 
ing confidence and enjoying success; 
we see another, lacking this pleasing 
attribute, observing most of the rules 
of good salesmanship, devoting him- 
self industriously to his task, and yet, 
because he has failed to develop those 
positive qualities that grow into per- 
sonal magnetism, he becomes a dismal 
failure. 


Will Be Life Insurance 
Man, Not Side-Liner 


The life insurance salesman of the 
future will be what the name implies. 
He will not be a barber, who hearing 
customers from time to time express 
their interest in life insurance, seeks 
and secures the right to act as a life 
insurance salesman in order to earn a 
commission that should rightfully go 
to those whose life work is given to 
the upbuilding of the business. 

He will not be a lawyer who, unable 
to earn his bread in his own profession, 
hopes to supplant his meager income by 
acting as a part-time representative of 
some life company. Neither will he be 
a banker who, because of the pressure 
he is able to exert over those to whom 
he extends financial assistance, can 
place with some company a really sub- 
stantial business—business placed, how- 
ever, under conditions and in a manner 
not in keepine with the high principles 
to which we should ever aspire. 


Rapid Trend Toward 
This Idea Gratifying 


Having been for many years a de- 
termined advocate of the principle that 
commissions on life insurance should 


future will be of high ambition. Privi- 
leged to choose his own associates and 
establish his own friendships, he will 
choose them from among the outstand- 
ing men of his community. He will 
recognize that there will always be 
three courses open to him in establish- 
ing his own standing in the community. 
He may associate with those of his own 
social and business standards and pro- 
gress slowly, or not at all; he may 
choose those of lower standards and 
gradually but inevitably gravitate to 
their level, or he may select those who 
have progressed beyond him, and by 
the very association with them find 
himself constantly elevating his own 
ideas of what can and must be accom- 
plished if he continue to enjoy the sat- 
isfaction and inspiration of friendly as- 
sociation with his social, mental and 
financial superiors. 


Good Health Essential 
to Successful Salesman 


The life insurance salesman of the 
future will recognize the absolute neces- 
sity of good health. In no other occu- 
pation is good health more important. 
The salesman’s arguments must be 
backed up by a force and enthusiasm 
that can come only from one with a 
healthy body. As company managers 
come to have a better appreciation of 
the necessity of the salesman enjoying 
good health, the number of those per- 
mitted to enter the business, who seek 
to do so because of physical incapacity 
to engage in other types of work, will 
greatly diminish. The man of frail 
health not only lacks the necessary 
physical energy to devote the long hours 
and undergo the severe mental strain 
incident to success, but he is less capa- 
ble of maintaining that spirit of opti- 
mism so essential to the development of 
a successful life insurance personality. 


Represent Institution 
of Life Insurance 


The life insurance man of the future 
will be first of all an ardent apostle of 
the benefits of this great cooperative en- 
terprise. .He will have entered a busi- 


ness toward which there existed an 
abundant good will and a general recog. 
nition of its useful purposes. He will 
have found a public so thoroughly con. 
verted to the idea that his efforts may 
and should be confined to undertaking 
to persuade his prospect to act now~ 
rather than tomorrow. 

With every change in the economic 
or financial tabric of our country, there 
is a corresponding change in the needs 
for life insurance. The responsibility 
rests upon company executives to keep 
pace with these changes by providing 
the various forms of policy contracts 
necessary to fulfill the new demand. 
But the life insurance salesman will 
recognize also his responsibility in pre. 
paring himself to intelligently diagnose 


these needs and to prescribe from 
among the various contract forms the 
ones best suited to each individual 
client. 


He will not feel when he has sold a 





Dallas 
President Southland Life 


HARRY L. SEAY, 


policy that his duty has been fulfilled. 
Rather he will look upon his new patron 
as the doctor does upon his new patient. 
Or, as the lawyer looks upon the first 
case he attends to for his client—as only 
the beginning of a long and mutually 
helpful relationship. 


He Will Be a Man 
of Undaunted Courage 


Among the characteristics of the suc- 
cessful insurance salesman, what one |S 
most essential above all others? You 
have doubtless attempted many times to 
determine upon some one outstanding 
quality as more essential than all the 
rest in the makeup of the successful in- 
surance man. I have made my own de- 
cision in this respect. I believe that 
dominant quality is courage. 

It is courage that enables him to be 
industrious; to disregard his personal 
comfort whenever it would intertere 
with his full day’s work; to get up 
the night if necessary to be at work on 
time, when the man without courage 
would turn over again and wait for the 
day train. 


Life Insurance Man of 
Future Will Be Loyal 


What would be the world without 
loyalty? It is the finest fibre in the 
human breast; it makes the small man 
big, and the big man bigger. 

And when I say. loyalty, I mean the 
kind that has been aptly termed “@g- 
gressive loyalty,” not just the loyalty 
that keeps a man from saying a dis- 
loyal thing or doing a disloyal act, Dut 
the kind that makes him willing to fight 

(CONTINUED ON PAGE 40) 
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TODAY—A SALESMAN 


Tomorrow—He May Be Your 
Widow’s Best Friend 


r THE tragic tomorrow, the Illinois Life Representative 
may be your widow’s Ambassador of Comfort. 


Today he calls to serve you, to advise and counsel with you, 
not to sell you life insurance that you do not need. 


To thousands of bereaved families, his coming has been a 
blessing. When your race is run, his service may mean to 
your family the difference between courage or despair, 
comfort or hard labor. 
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Policies Issued in Amounts from 
$1,000 to $100,000 from Age 10 to 60 


Iturvois Lire Buipinc 4- = «6 )=«(¢~—s 1212 Laxe Suore Drive 





































10 


THE 


NATION: AL 


UNDERWRITER 


September 


» 192 


Report on Total Disability Benefits 


HE committee appointed by the 
Convention to study the total and 


permanent disability benefits in 


life insurance contracts presented a very 
instructive report, based to a large ex- 
tent upon the results made public some 
time ago, of an investigation by a com- 
mittee of the Actuarial Society. The 
American Life Convention committee 
consisted of the following: Dr. Henry 
W. Cook, chairman; Henry Abels, Dr. 
Henry A. Baker, Henry W. Buttolph, 
Lawrence M,. Cathles, L. D. Cavanaugh, 
John M. Laird, Franklin B. Mead, I. 
Smith Homans, Arthur W. Larsen, T. 
A. Phillips, J. Charles Rietz. The com- 
mittee recommended caution in the 
handling of the disability clause until 
adequate experience is accumulated to 
give an accurate index of the ade- 
quacy of rates. Excerpts from the re- 
port follow: 

An exhaustive study of the exper- 


ience of the disability benefits granted 





r HENRY 


ABELS 
Vice-President Franklin Life 


by 29 American and Canadian com- 
panies has been completed by a com- 
mittee of the Actuarial Society, and its 
report was made public in May of this 
year. The work of this committee is 
a most interesting and helpful contribu- 
tion to the general knowledge of the 
principal clauses used by these com- 
panies, the causes of disability, rates of 
disability and termination, reserves and 


premiums, underwriting policy, and 
treatment of claims. 
The committee reported net prem- 


iums for waiver and income disability 
with the 90-day clause in two classes: 
class 2, where there was a strict in- 
terpretation in the administration of the 
benefits; and class 3, where there was 


a liberal interpretation. These net 
premiums, deducted from the second, 
third, and fourth years’ experience, 
these years being after investigation 


thought the most suitable data, are as 
follows: 


Age Class 2 Class 3 
20 $1.20 $2.23 
80 1.57 2.89 
40 2.26 8.98 
50 3.52 5.84 


An investigation of the rates on an 
ordinary life policy of 21 companies, 
some of which had increased their rates, 


@ave average premiums as: Age 30, 
$1.95; 40, $2.84; 50, $4.54 and compar- 
ing these with _the committee’s net 
premiums, the differences in excess or 
deficiency are: 
Age Class 2 Class 3 
30 +$ .38 —$ .94 
40 + .58 — 1.14 
50 + 1.02 — 1.30 
In spite, however, of the hesitancy 


of the committee to make a definite 


recommendation in regard to premiums, 
many of the companies represented by 
the committee members, as well as other 
companies interested in the investiga- 
tion, immediately increased premium 
rates substantially. This increase has 
varied from 85 cents to over $3, the 
trend being indicated approximately be- 
low, for the level income, although some 
companies have added a flat extra of 
from $1 to $2 at all ages: 


Approximate Approximate 


Minimum Maximum 
Age Increase Increase 
20 $ 85 $1.40 
30 1.00 1.40 
40 1.50 1.80 
50 2.00 3.25 
Rates Charged by . 

Four Leading Companies 

. The following table gives the rates 


now charged by four leading companies 
for a modern liberalized benefit waiver 


of premium and level income of $10 

per $1,000 of insurance: 

Age Co. No. 1 No. 2 No. 3 No. 

20 $2.25 $2.38 $3.02 $1.66 

30 2.71 2.80 3.38 2.37 

oe 3.49 4.21 4.10 3.60 
4.99 6.99 5.83 6.11 


- gested Premium Rate 
ompared With the Average 


An office premium based on Hun- 
ter’s 3 percent net rate, with a loading 
percentage of 100 and a constant of 
$1 with a maximum loading of $3, has 
been suggested as one that would rep- 
resent a minimum charge for the bene- 
fits, and this would give rates as fol- 
lows, the average premium of the 21 


companies being placed alongside for 
comparison: 
Hunter’s Average 

Age Loaded Premium Difference 
20 $2.86 dens san 
30 3.56 $1.95 $1.61 
40 4.70 2.84 1.86 
50 5.96 4.54 1.42 


Recommended Continued Use 
Of Hunter’s Disability Tables 


The committee recommended, for the 
calculation of reserves, the continued 
use of Hunter’s disability tables, inter- 
est at 3 percent or 3% percent, and 
these will probably continue as reserve 
base until a more extended experience 
justifies a new table, although where 
the net premiums charged are in excess 
of those based on Hunter’s tables, it 
would seem reasonable to increase the 
mean reserves according to these tables 
by one-half of such excess. 


Trend Towards Uniformity 
In Clauses Is Seen 


There is still a wide variation in 
clauses used by different American 
companies. The trend undoubtedly has 
been towards more liberal forms and 
practices. Uniformity, while lacking in 
language or construction, seems to be 
crystallizing towards the belief that 
what the public wants is a simple clause 
which will grant the income feature 
promptly on a reasonable interpretation 
of presumably total and permanent dis- 
ability, and that the applicant would 
prefer to pay the larger premium 
necessary for such a clause rather :than 
a lesser premium for delayed or more 
technical or restricted recognition of 
disability. 


Clause Should Become 
Inoperative at Age 60 


Usually the disability feature becomes 
inoperative at age 60, and your com- 
mittee is unanimous in recommending 
60 rather than 65 as the terminating 
age for this benefit. The general im- 
pression, while based on a limited ex- 
perience, seems to be that at the older 
ages, say over 50, the tendency will be 
increasingly marked for disability claims 
in the case of men who may desire 
retirement from active work and in 
whom some relatively minor impair- 


rheumatism, weakness, 
shortness of breath, ex- 
or physical, can so 
prohtable retirement 
just before the disability clause ter- 
minates. Obviously, this tendency will 
increase ‘rapidly after 55, and especially 
after 60. 


ment, e g., 
sciatica, asthma, 
haustion, mental 
readily justi'y a 


Increasing Payments Make 
Strong Sales Argument 


Increasing disability payments after 
specified periods, usually five or ten 
years appear to make a strong sales ar- 
gument, but have had as yet only a lim- 
its adoption. It would seem, in the 
opinion of your committee, that the in- 
centive to fraudulent claim would be 
greater with the increasing benefit 
clause, -although an adequate charge, 
with sufficient care in selection and in 
settlement of claims, may make the 
practice safe. In the absence of any 
experience, your committee does not 
wish to be understood as expressing 
approval of the increasing income cov- 
erage. 


Must Determine Limits 
To Disability Coverage 


It is important to determine the 
proper limits of disability coverage. 
The level income is usually limited to 


50 percent of the applicant’s earned in- 
come, and it is therefore very import- 
ant to obtain definite information as to 
the total amount of disability insurance 
carried by the applicant. A question 
should be contained in the application 
blank bringing out specifically the total 
disability insurance carried in both life 
and health and accident companies. 
The committee is of the opinion that 
$50,000 should be the maximum amount 
of insurance with income disability 
benefits that should be granted to any 
applicant, including insurance in other 
life and accident companies with dis- 
ability indemnities. The practice of 
companies issuing both level and in- 
creasing income coverage when issuing 
more than $25,000 of insurance with 
the disability benefit, is to issue $25,- 
000 with increasing income and the bal- 
ance with level income. Thus $50,000 
of insurance would provide a monthly 
income of $500 for the first five years 
of disability, $625 monthly for the next 
five years, and $750 monthly thereafter. 
Some companies will issue an addi- 
tional $50,000 with waiver of premium, 
as this does not seem to add materially 
to the speculative hazard. 


Underwriting and Claims 
Practices Are Important 


We would again emphasize the im- 
portance of the underwriting and claim 
settlement practices of the company in 
determining a favorable experience. It 
is not entirely a question of adequacy 
of premium, as a variation in practice 
may render completely inadequate a re- 
latively high premium charge. To 
most life insurance companies the 
health and accident business is a new 
departure, and yet many of the prob- 
lems of disability insurance, especially 
underwriting and claim settlements, are 
more related to the health and accident 
business than to life underwriting. It 
is evident, therefore, that to a greater 
and greater extent life companies must 
adopt the attitude and oractices of 
health and accident underwriting in 
their relation to the disability feature 
of the modern life contract. 


Keep Agency Force 
Advised on Practices 


It is important to keep the agency 
force of the company as definitely ad- 
vised as possible on the disability un- 
derwriting practice, as well as to make 
sure they know exactly what benefits 
we intend our clauses to offer, so that 
there may be a minimum of embarrass- 





ment and loss on cases written for 
disability where this feature is refused 
Disability is being stressed so con 
monly as a sales argument that jt 


place a policy whe 
denied after | 


usually difficult to 
the desired feature is 
ing been applied for. 


Tuberculosis and Mental 
Conditions Leading Causes 


Tuberculosis and mental conditions 
continue as the two largest 
disability, averaging well over 50 per- 
cent of the total claims. Therefore, jy 
underwriting the disability feature, his. 
tory and findings which indicate the 
probability of the development of these 
two conditions must be kept especially 
in — change of residence, especially 
to Colorado, Texas, Arizona, or Cali- 
fornia; family history, one or more cases 
of tuberculosis, insanity, epilepsy, al- 
coholism, or suicide; personal history, 
run-down condition, bronchitis, coughs, 


Causes of 





J. B. REYNOLDS, Kansas City 
President, Kansas City Life 


blood spitting, pleurisy, syphilis, nervous 
prostration, neurasthenia, fits, financial 
and domestic worry, intoxication, etc., 
have an increased significance in con- 
sidering the disability feature. 


Rating Up Cases Is 
An Empirical Method 


Some companies have felt justified in 
granting standard life coverage in cer- 
tain cases but charging one and one- 
half or two times the standard rate for 
disability where conditions indicated an 
increased hazard. Where a numerically 
rated substandard business is done, dis- 
ability is sometimes allowed at the same 
or increased rating, usually where the 
life risk is rated at not more than 200 
percent. Obviously, however, in the ab- 
sence of any experience this can be only 
a tentative and empirical attempt to 
solve a practical underwriting demand. 


Impairments Which Usually 
Disqualify for Disability 


The following impairments usually 
disqualify for disability: blindness of 
serious defect of vision in one or both 
eyes, loss of limb, deafness, spinal or 
bone disease causing deformity or im- 
pairment of function, any open sore, 
incarcerated or double hernia, cystitis, 
renal disease, fistula, albuminuria, gly- 
cosuria, unhealthy appearance, marked 
loss of weight or marked under or over- 
weight. 


Permanency of Earning 
Power Is Consideration 


The permanency of earning power 
must be given consideration. Women 
(CONTINUED ON PAGE 12) 
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Our Contribution To The Convention 


The International Life Insurance Company of 
St. Louis is proud to be able to contribute its 
share to the success of the American Life Conven- 
tion in the form of an address before the legal 
section by our General Counsel, Hon. John M. 
Atkinson on “Premiums Paid by Check”. 


General Atkinson has recently made an exhaus- 
tive study of this particular phase of life insurance 
and the problems this method of paying premiums 
has brought all companies. 


We hope your members who hear General 
Atkinson will receive material benefit from his 
address. 


A Company Willing To Pay The 
Price Required To Give Service 


International Life Insurance Co. 


St. Louis, Missouri 


W. K. WHITFIELD, President DAVID W. HILL, Vice-President 


W. F. GRANTGES, Vice-Pres. and Gen’l Mgr. Agents 
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Romancing Pays 


There are no more interesting people in the world 
than children—especially to their parents. 


One-third of the population of the United States 
ts children under 15 years of age. 


Approximately one-third of the leads in your terri- 
tory are these interesting little folks. You mingle 
profit and pleasure when you plan for them with 
their parents. 


The Lincoln National Life Juvenile Policy is 
written on the lives of children from one day old 
up to 14 years with waiver of future premiums in 
the event of death or disability of the father. In 
the event of the death of the child the policy is 
payable to the father. 
policy is reached on the anniversary of the policy 
on which the insurance age of the child is5 years. 


The full face value of the 


This Juvenile Policy is issued wei Ovdihnny Life, 
Twenty Pay, 30, 25 or 20 Year Endowments, and 
as Terminal Endowments maturing at ages 16 to 20, 


The romance and profit of dealing with child 
problems through our Juvenile policies makes it 


. 














The 


Lincoln National Life 
Insurance Company 


“Its Name Indicates Its Character’ 
Lincoln Life Building Fort Wayne, Ind. 


More Than $425,000,000 In Force 

















Michigan Companies 
Were Lavish in the 


Entertainment Given 


The Michigan legal reserve com- 
panies did themselves proud in dis. 
pensing hospitality. Every possible 
courtesy was shown. They had official 
quarters in the Book-Cadillac Hote] 
where many delegates were received. 
The officials were ever present from 
the time the visitors started to arrive 
Sunday until the last bell sounded, 
They looked after every detail of en- 
tertainment and comfort. The com- 
panies contributing to the entertain- 
ment were members of the Michigan 
Association of Legal Reserve Com- 
panies, viz: Agricultural Life of Bay 
City, American Life, Detroit Life, 
Grange Life of Lansing, and Michigan 
Mutual. The committee consisted of 
the presidents of these companies, they 
being in order, F. F. McGinnis, Clar- 
ence L. Ayres, M. E. O’Brien, N. P. 
Hull, J. J. Mooney, Mr. Ayres being 
chairman. Homer Guck of the Detroit 
Life was secretary and was tireless in 
his attention to the convention details. 
Other officials who were on the ground 
looking after the visitors were: A. F 
Moore, Michigan Mutual Life; J. D. 
Baty, Detroit Life; M. O. Rowland, 
American Life; Cecil F. Cross, Amer- 
ican Life; Fred H. Aldrich, American 
Life; John R. Walsh, Detroit Life. 

The Michigan companies contributed 
special entertainment. They furnished 
the matinee party, the automobile ride 
and golf club luncheon for the ladies, 
the golfers’ dinner Tuesday evening and 
the professional entertainment in con- 
nection with it, the boat ride Thursday 
night. 


REPORT ON TOTAL DISABILITY 
PRESENTED BY COMMITTEE 
(CONTINUED FROM PAGE 10) 
and students are usually considered for 
strictly limited amounts. Where earn- 
ings are uncertain or irregular or where 
a present substantial income may be- 
come in a few years greatly reduced, 
the application must be cautiously acted 
upon. 


Must Explain Exact 
. Terms of Policy 


There are unquestionably a large 
number of unjust claims being pre- 
sented to life companies under the dis- 
ability clause. This arises, in part, 
from a misunderstanding by the policy- 
holder of the coverage assumed under 
the clause. There is much confusion 
between the total and permanent dis- 
ability of the life contract, and the ordi- 
nary health and accident coverage. 
Great emphasis should be laid upon the 
obligation of the agency force to ex- 
plain carefully the exact terms and 
limitations of coverage of the disability 
clause when the policy is originally 
sold. 


Claim Investigators Must 
Be Thoroughly Trained 


Claims must be thoroughly investi- 
gated by individuals trained in this work. 
The inexperienced or untrained inves- 
tigator is too easily misled by the 
staged scene which may be carefully 
set for his consideration. Reinvestiga- 
tion at frequent intervals will save 
monthly payments which would other- 
wise have been sent as a routine to 
policyholders who have returned to 
work or who have become capable o! 
earning a livelihood. Some people are 
undoubtedly honest enough to return 
an Overpayment on a disability claim, 
but it is unwise and costly to depend 
upon it. ; 

At the present time, so soon aitef 
the investigation of the Actuarial 50- 
ciety and before a more extended ex- 
perience has been gained under [the 
newer clauses, your committee feels 
that an investigation into the experience 
of the American Life Convention com- 
panies would not be justified. 
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WE SERVE 





THREE-QUARTERS 
of a CENTURY 


[? is not difficult to understand why the 

Massachusetts Mutual in 1925 surpassed 
all previous efforts and in 1926, its Diamond 
Jubilee year, is continuing to eclipse past 
records. Seventy-five years of Service efficient- 
ly and promptly rendered have won the con- 
fidence of its policyholders, its representatives, 
and the public in general. 


A Company with a sterling reputation, 
policy contracts which are not excelled, and a 
Home Office that has the right spirit make a 
combination that ensures success for any ener- 
getic and capable man or woman in the Field. 











MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY 
SPRINGFIELD, MASSACHUSETTS ~ ORGANIZED IN 1851 

















More Than a Billion Dollars of Insurance in Force 
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TW. Blackburn's Farewell Was 
Feature of the First Session 


HE striking feature of the opening 
session of the American Life Con- 
vention was the farewell address 
of Thomas W. Blackburn, who retires 
this year as secretary, general counsel 
and treasurer. His final report dealt 
with the early days of the organization. 
He told about the first meeting called 
by J. B. Reynolds of the Kansas City 
Life and Charles E. Dark of the Amer- 
ican Central. He recited the initial 
struggle to break down suspicion. He 
gave the names of those who par- 
ticipated in the organization work. 
Mr. Blackburn called the roll of the 
convention presidents from J. B. Rey- 
nolds to H. B. Arnold, stating they all 
were captains of industry in their field. 
All had contributed in a big way to 
the building of their companies. 


Read Extracts From 
First Formal Report 


Mr. Blackburn read from the first 
formal report he made to the conven- 
tion. It was a mirror of the business 
20 years ago. It was indicative of the 
vision that Mr. Blackburn had. Sub- 


sequent developments have proved him 
a prophet. , 

It was evident during the reading of 
his report that he was struggling with 
his emotion. There was pent up feel- 
ing in his breast which burst forth as 
he spoke the last sentence, following 
an expression of appreciation to those 
with whom he had worked. When he 
said “These were the 20 happiest years 
of my life,” his voice broke and he 
sat down with the tears streaming down 


his face. It was a tense moment but 
the audience in sympathetic accord 
arose in tribute and tendered him a 


magnificent ovation. 


President Arnold 
Gives His Address 


When President H. B. Arnold read 
his address, he called President H. M. 
Woollen of the American Central to 
the chair. Mr. Woollen was greeted 
with round applause, doubtless in an- 
ticipation of his subsequent election to 
the presidency. Mr. Arnold in his ad- 
dress spoke to the topic “Competition 
and Co-operation in Life Insurance.” 
He called attention to the co-operation 


in all company departments. There is 
much exchange of information and 
courtesies. Many ugly angularities 


have been eliminated. Antagonism be- 
tween old and new companies is gone. 
Mr. Arnold called attention to the fact 
that this was the 2ist anniversary. It: 
has 138 members. He feels that the 
geographical distribution of companies 
has been a big factor in securing con- 
fidence. No business, he asserted, is 
so free from effort to, stifle competition. 
He said that conservation should be the 
corner stone of life insurance. 


Mr. Arnold commended the Junior 
Association. It has 56 company mem- 
berships. 


Official Greetings to 
Visiting Officials 


Harvey Cambpell, secretary of the 
Board of Commerce, a very facetious 
gentleman, extended the welcome on 


part of the city. One of his interesting 
statements was that there had been no 
strike in the Detroit automobile indus- 
try. The business agent has had no 
place among the workers. 

N. P. Hull, president of the Grange 
Life of Lansing, and president of the 
Michigan Association of Legal Reserve 


Companies, spoke for the Michigan 
companies. He said that next to the 
church, home and school, comes life 


insurance as a factor in improving the 
status of mankind. MHull stated that 


———————————————————— —.. 
—= 


the standard of life insurance has been 
raised in recent years because of ¢. 
operation among companies. There jg 
a better understanding in the business 
J. Mooney, president of the Mich. 
igan Mutual Life, was scheduled to ex. 
tend greetings from the Detroit Com. 
panies but was forced to be absent be. 
cause of illness. A. F. Moore, the see. 
retary of the company, read the re- 
marks chronicled by Mr. Mooney, 
President O. J. Arnold of the North- 
western National Life formally pre. 
sented the printed report of the com- 
mittee on total and’ permanent disability 
contracts, of which Dr. H. W. Cook 
of that company is chairman, 


McAllister Prominent 


in Missouri Affairs 
Frank W. McAllister of Kansas City, 
general counsel of the Kansas City Life, 
who was elected secretary of the Legal 
Section, is prominent in the public life 
of his state. He is a native of Missouri, 
a graduate of the University of Mis- 
souri at Columbia and an alumnus of 
its law school. He served as prosecut- 
ing attorney of Monroe County, was 
a state senator for six years and was 
attorney general of Missouri for four 
vears. He is one of. the leaders of the 
Democratic party. He ranks very high 
in his profession. 








NORTHERN STATES LIFE INSURANCE COMPANY 


OFFERS AN EXCEPTIONAL AGENCY CONTRACT TO 


“LIVE WIRES”! 
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Grow With Us! 


HOME 


ADDRESS COMMUNICATIONS TO: DR. H. E. SHARRER, President and General Manager 


NORTHERN STATES LIFE INSURANCE COMPANY 


HOME OFFICE: HAMMOND, INDIANA 
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GENERAL AGENTS 
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Tennessee, Arkansas, Texas and California 
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Safety and Conservatism an 


Essential in Life Insurance 


BY FRANK P. MANLY 
President Indianapolis Life 


there should be no element of 

speculation or doubt connected with 
the placing of life insurance mortgages 
or other securities. Laws regulating 
the investment of life insurance reserves 
are meant to place absolute safeguards 
about the policyholders, but laws, how- 
ever wisely enacted or judiciously en- 
forced, can not take the place of man- 
agement, foresight, judgment and con- 
science. The first consideration is 
adequate security; then reasonably 
remunerative earnings. 


l' is conceded without question that 


Deflation in Values 
May Injure Companies 


A few years ago farm mortgages were 
considered the safest and most desirable 
investments. Today it is a wise or 
lucky insurance company that is not 
the owner directly or indirectly, of un- 
desirable farms. Since the war, a phe- 
nomenal building program has been on; 
high prices prevail; labor, material, in- 
terest, profits, everything that enters 
into building construction. Life insur- 
ance money is flowing rapidly into 
building loans, as it should, but it is 
a time for caution. and conservatism. 
There is danger of over-loaning. An 
ordinary residence costing $8,000 before 
the war, costs from $16,000 to $20,000 
now. And 50 percent to 60 percent 
loans on present values are not unusual. 
The argument is: Building costs will 
never come down; they will go even 
higher. Maybe so. Perhaps we are 
all happier with more dollars, even if 
they are worth only 30 cents, but we 
can’t always control prices. We were 


sure that farm lands would go higher 
and we had good reasons to think so, 
but they did not. It is the public duty 
of our institutions to help properly to 
house our peoole, as it is to encourage 
farm development, but our first duty 
is to look to the security of our policy- 
holders. We don’t want to take chances 
of becoming owners of a large num- 
ber of residences or other buildings, 
obtained through excessive or specula- 
tive loans, or go through the shrinking 
of building values, as farm values have 
shrunk. 


Should Not “Splurge” 
In Building Home Office 


There is too, a very laudable and 
natural temptation to the smaller com- 
pany to serve and impress its home city 
with a beautiful home office building, 
in which may be invested a dispropor- 
tionately large amount of the policy- 
holders’ money, returning a low rate 
of interest, if any. Another temptation 
is to mix the placing of loans with the 
selling of insurance, with the risk of 
impairing the quality of both the in- 
vestment and the insurance. 

No other institution is so firmly es- 
tablished in the confidence of our 
people. This greatest of all economic, 
social and co-operative institutions is 
created by the united savings of some 
50,000,000 men, women and children, 
primarily for the preservation of the 
home and the family. It is founded on 
law of nature, the average duration of 
human life, and on the interest earning 
power of money invested in stable 
securities. It is based on sound mathe- 
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NOTICE! 


Representatives 
of 


The Minnesota Mutual Life Insurance 


Company 


are now busy qualifying for the Company’s 


BIG 1927 CONVENTION 


to be held in September in the 


“STATE OF 10,000 LAKES.” 


General Agents are using the coming Conven- 
tion to recruit new men and stimulate produc- 


tion. 


For openings at— 


Grand Rapids, Mich. 
Burlington, Iowa 
Fort Wayne, Indiana 
South Bend, Indiana 
Terre Haute, Indiana 
Cincinnati, Ohio 
Columbus, Ohio 
Springfield, Ohio 


The 
Life 


Saint Paul 


Richmond, Virginia 
Roanoke, Virginia 
Amarillo, Texas 

El Paso, Texas 
Pueblo, Colorado 
Billings, Montana 
Wenatchee, Wash. 


Write 
Minnesota Mutual 


Insurance Company 
Minnesota. 
Now a $130,000,000 Company 








matics, encouraged and fostered by 
sound legislation, and perpetuated by 
sound business practices. It is affected 
but little by the vicissitudes of ordinary 
business. It has immunity from labor 
troubles. The law of supply and de- 





FRANK P. MANLY, Indianapolis 
President, Indianapolis Life 


mand hardly applies. There is no 
probability of inventions changing its 
status. A discovery in medicine or 
surgery or kindred science may slacken 
the pace of niortality here, but another 
invention or a new disease may’ quicken 
its pace there From decade to decade, 
from generation to generation, we may 
safely count on the law oi averages 
holding good. 

The business of life insurance is not 
speculative. Is it safe, or at any rate, 
is it wise to depart abruptly from es- 
tablished practices? For example, can 


we safely accept risks without medical 
examinations? I see the logic, but | 
am not yet convinced. There may be 
disaster lurking somewhere. The med. 
ical examination has been in the minds 
of the people so much part of life jp. 
surance that its violent modification or 
elimination may tend to weaken the 
public’s confidence, which in __ itself 
would be something of a disaster. |t 
is a good practice to advance cautiously 
on an uncharted road. : 


Extra Features of Policies 
Given Excessive Emphasis 


The double indemnity and liberal dis. 
ability features are popular with the 
people and with many fieldmen. The 
average buyer likes to feel that he js 
getting a lot for his money. The aver- 
age salesman likes to amplify these fea- 
tures, gratifying both himself and his 
client temporarily. These clauses have 
been a factor in popularizing life insur- 
ance and stimulating sales, but the re- 
action has already set in. In their 
hurry to get in on this popular innova- 
tion, the companies adopted inadequate 
rates through lack of sufficient data 
and experience. It seems to me the 
most serious reaction is the lessening 
of confidence in the integrity of life in- 
surance companies. This is not de- 
served, of course, but results from the 
sales emphasis placed upon these riders 
or special features, creating in the mind 
of the applicant an exaggerated concep- 
tion of the relative values of these ad- 
ditions and the main purpose of the 
life insurance policy. Misunderstand- 
ings follow naturally, and litigation, 
with loss of good-will and confidence, 
weakening, to some extent at least, the 
work of the earnest men for half a cen- 
tury in creating and establishing confi- 
dence in life insurance as the one great 
institution that could be depended on, 
to pay promptly 100 cents on every 
dollar. 

*An official of wide experience, and 
one of the keenest observers and think- 


Federal}Life Insurance Company 


Isaac Miller Hamilton, President 


Chicago 


I am interested in the forms of insurance 
checked and would like to know what your 


agency offer is. 


(| Life Insurance 

_] Commercial Accident 

_] Non-Cancellable Disability 
[] Monthly Premium A. & H. 
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What we offer— 


(In which we become specific) 


F course, we have plenty of “Serv- 
ice” to offer to our Field Repre- 
sentatives 





And “Co-operation,” and “Cordial 
Relationships with the Officers of the 
Company” 





And all of those generalities—all with 
lots of capital letters. 


But, Becoming Specific 


Here is what we have for our Field 
Force (among other things) : 


1. Training in selling by men who 
know how to sell and how to train. 


2. Printed matter which furnishes 
selling points, which can be used 
by the agent for his own informa- 
tion or shown to the prospect. 


3. A complete line of personal Insur- 
ance, including all the most up-to- 
date forms of Life Insurance and 
complete coverage Accident and 
Health policies. 


4. Direct Mail Advertising co-opera- 
tion which helps get results. 


(These items are not necessarily listed 
in the order of their importance. Rate 
them any way you wish.) 


Now, Becoming More Specific 


Any one, with or without experience 
in the sale of Life or Accident and Health 
Insurance, who is looking for a connec- 
tion with a growing, old line company, 
will be courteously and completely in- 
formed about our methods if he will get 
in touch with us. 


Great Northern Life 


Insurance Company 
(Home Office—Milwaukee) 


110 South Dearborn Street :: :: 3: CHICAGO 


UNDERWRITER 
ers in the business, makes: this signi- 
ficent statement: “There is convincing 
reason for believing that the increased 
rate being adopted will also prove too 
inadequate unless the fine rigid business 
jjudgment is applied by the life insur- 
ance comanies in the writing and ad- 
jjusting of this business that is used 
by the better class of casualty com- 
panies. If this is done, the outstanding 
purpose, popularizing life insurance, will 
be defeated because it is bound to pro- 
duce a feeling of dissatisfaction and 
litigation that will be destructive to a 
company’s reputation.” 


Often Lose Sight of 
The Main Proposition 


But this is not all. The exploitation 
of the double indemnity and disability 
features has a tendency to weaken the 
selling power of the best agents. It 
throws them off the main proposition. 
Many far-seeing field managers and 
agents are convinced of this. Their ex- 
perience in selling disability contracts 
in connection with life insurance has 
been disappointing because differences 
of opinion and controversies are inher- 
ent in the health and accident business. 
The central idea in life insurance 
policies is life insurance, not accident 
and health Life insurance is peculiarly 
free from controversy, and besides, the 
accident and health feature is injecting 
something special into the work of the 
life agent, and no life agent ever de- 
veloped into a strong man who was 
fed up on special features or special 
contracts of any kind. And no strong 
agency has been builded that way. The 
tail does not wag the dog for long. 
To my thinking it is doubtful wisdom 
for a regular life company to em- 
phasize health and accident features, ex- 
cept possibly the waiver of premium. 


Danger in Cutting 
Net Cost Too Low 


The large volume of new 
the very low mortality, 
of exceptionally high interest earnings 
have encouraged the mutual com- 
panies to increase dividend schedules, 
and stock companies to reduce premium 
rates. And the same factors have in- 
fluenced companies to increase costs for 
new business and foster liberal, if not 
extravagant expenditures in various 
ways. It is very commendable to re- 
duce the cost of insurance when the 
company’s surplus and financial condi- 
tion warrant it, but it is dangerous and 
bad practice to increase dividends and 
issue estimates of dividends in the fu- 
ture on the assumption that present 
low mortality will continue indefinitely, 
and that interest rates will continue 
high. The lowering of premiums by 
non-participating companies below the 
level net is even more dangerous. We 
seem to be now extending a period of 
higher mortality and of lower interest. 


business, 
and the period 
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This may be a good time to exercise 
caution. 

There may be grounds for su spicion 
that liberalization is not based wholly 
on a desire to serve the policyh< Iders, 


There seems to be a wild scramble on 
for size, for popularity, for power, 
compared with which the  pre-Arm- 
strong racers were pikers. The ney 
generation that has come on since the 
Armstrong investigation has not suj- 
fered from its painful publicity. M any 
of the older men, who went through 

seem to have forgotten its 
Much good resulted from it, 


less« ns. 
of c ourse, 


but they who have lived in it, want no 
more of it. Let me quote the words 
of a _ grizzled veteran, the guiding 


genius of one of the finest companies: 
“The adoption of cut rates for special 


policies; the race for dividend pay- 
ments, regardless; the rivalry for vol- 
ume; the wild speculation in stock for 


the control of companies, are all cal- 
culated to make the conservative men 
think and wonder where we are headed 
for. There is an undercurrent of feel- 
ing that it is wise to prepare for the 
storm which another investigation wil} 
bring upon our business.” 


Day of Reckoning 
Is Seen Approaching 


And from another veteran, strong in 
the conncils of a great company: “I 
am afraid we shall have to learn anew 
the lessons tought us 20 years ago. The 
craze for size has again overtaken us. 
And we do not seem to care what we 
spend in the race, nor do we seem to 
be particularly concerned about how to 
run. Any expedient which gives prom- 
ise of adding to the volume of new 
business will be tried without much re- 
gard to quality. It seems that a day 
of reckoning must come.” 


Missouri State Man 
Causes Some Interest 


When Allen May, attorney for the 
Missouri State Life, was introduced at 
the Legal Section meeting, he stated 
that while he was not a member, he was 
in attendance in anticipation of becom- 
ing affiliated with the organization. His 
remark caused much interest. It will be 
remembered that the company retired 
from the American Life Convention, re- 
senting an attack being made on it for 
alleged violation of agency ethics. The 
company received some caustic criticism 
at the executive session at the Des 
Moines meeting. Shortly thereafter it 
resigned. Its attorney can not become 
a member of the Legal Section without 
his company being a member of the 
American Life Convention. It was the 
conclusion of some that Mr. May did 
not speak officially for his company but 
felt he could join the Legal Section 
independently. 








WILLIAM BROSMITH 
Travelers 








CHARLES F. COFFIN 
State Life, Indiana 
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AMERICAN LIFE CONVENTION NUMBER 


Warnings Are Sounded Against 


Dangerous Irends of Business 


RESIDENT FRANK P. MANLY 
P= the Indianapolis Life, in his ad- 

dress Thursday morning, struck a 
note of warning. His paper was un- 
usually frank, but his manner nullified 
any offence that may have been taken 
as he pointed out some of the danger- 
ous tendencies of the times in life in- 
surance. Mr. Manly declared the speed 
of the procession had become so strong 
that he could not keep up with it. Mr. 
Manly represents the more conservative 
type of company official. He is a firm 
believer in simon-pure life insurance. 


Canadian Official 
Gives an Address 


R. Leighton Foster of Toronto, su- 
perintendent of insurance for Ontario, 
spoke Thursday morning, telling some 
aspects of Canadian _ legislation ana 
giving some interesting information 
about Canadian life insurance and com- 
panies. He is a young man. It was 
appropriate for a Canadian superinten- 
dent to speak as the American Conven- 
tion opened its doors to Canadian com- 
panies this year, resulting in the Can- 
ada Life, the oldest life company of the 
Dominion, and the Imperial Life be- 
coming members. 


Officials of Other 
Organizations Introduced 


James L. Madden, manager of the 
insurance division of the United States 
Chamber of Commerce, was introduced 
and spoke of the cooperation he had 
received from the American Life Con- 
vention. He commented on the splen- 
did work done by T. W. Blackburn. 

John M. Holcombe, manager of Life 
Insurance Sales Research Bureau, said 
it was not so many years ago that cor- 
porations carefully guarded all their 
secrets. The organization of the Amer- 
ican Life Convention and the Life Pres- 
idents Association brought about a new 
day in life insurance, because all sorts 
of information was exchanged. Five 
years ago the Research Bureau was 
organized, which brought about the 
centralizing of sales and agency data. 
These organizations are expressions of 
the fact that business is benefited by 
cooperation. 

C. G. Taylor, Jr., 
ager of the Life Presidents 
tion, spoke briefly. 


associate man- 
Associa- 


Features of Thursday 
Afternoon Program 


F. M. Sanders, secretary of the Bank- 
ers Life of Nebraska, a most efficient 
official, in his talk stressed the need of 
companies sticking to fundamentals of 
life insurance. He really backed Mr. 
Manly in the position he took in criti- 
cizing the emphasis placed on the tas- 
sels of policies. Mr. Sanders feels that 
agents should keep always in mind the 
needs of life insurance and sell it on 
its merif\. In other words, agents 
should major a simon-pure life insur- 
ance, 


Grant Pictures Life 
Salesman of Future 


W. T. Grant, the dynamic president 
of the Business Men’s Assurance, ex- 
plained that he was not a Mexican, 
East Indian or Ceylonese, even though 
his skin has a dark cast. He stated 
he was a golfer and the sun had dyed 
him in an ebony hue. He threw his 
spotlight on the future life insurance 
agent and showed his characteristics. 
Mr. Grant has developed a fine agency 
organization and has studied the human 
and mental attributes that make the 


successful salesman. He painted a 
roseate picture of the life insurance 
agent of the future. He condemned 


the part-time salesman. His manner 
ot expression was delig/tful. y 
H. Beckett of the State Life, 


speaking for the committee on under 
average lives, said that uniform codes 


had now been completed for physica! 
and occupational impairments so that 
companies can keep their experience on 
the same basis. 


Blackburn Gives His 


Report as Secretary 


Blackburn in pre- 
senting the report of the treasurer 
showed cash on hand Sept. 30, 1925, 
$20,254 and notes $57,000. This made 
a total of $77,254. The receipts dur- 
ing the year were $61,079. The dis- 
bursements amounted to $49,198. Cash 
on hand Aug. 20 was $32,145.60, and 
the two notes of $57,000 are still among 
the assets. Secretary Blackburn did 
not travel so much during the year, 
owing to his 10 weeks’ absence abroad. 

Membership is now 137 companies, 
domiciled in 36 states, the District of 
Columbia and Canada. Since the last 
meeting the following have been ad- 
mitted to membership: Alabama Na- 
tional Life of Birmingham, 
Life, Grange Life of Lansing, Imperial 


Secretary T. W. 


Canada, 


Life of 
assurance, 
‘lost by 
Idaho 
Life and 
Secretary 


Toronto, North American Re- 

Four companies have been 
merger, the Cleveland Life, 
State Life, National American 
North American National. 
Blackburn said that the 
American Service Bureau has made 
good every month of the Convention 
year, and is on a paying basis. 


ARNOLD SAYS COOPERATION 
AND COMPETITION NEEDED 
(CONTINUED FROM PAGE 6) 
quarters should be secured in St. Louis. 
Offices have been leased in the Shell 
building, accessible to hotels and rail- 
way stations and convenient of access 
to the congested and residence districts. 
The American Service Bureau will be 
located in the offices occupied by the 
convention. The past year of the bu- 
reau’s operations has shown a steady 
increase in volume of business and 
profit. The convention has a real asset 
through its interest in the bureau and 
one of which member companies may 
avail themselves and therehy greatly in- 
crease its opportunities for usefulness. 
The bureau will soon be in position to 
begin to liquidate its debts, and this 
recommend shall be upon a definite 
plan, fixing a period within which the 
bureau may pay off member companies 
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and retain ample working capital and 
funds for emergencies. 


Watch Presented to Blackburn 

The Legal Section presented T. W., 
Blackburn, retiring secretary of the 
American Life Convention, with a mag- 
nificent Swiss watch and platinum 
chain. The presentation was made at 
the golfers’ dinner Tuesday evening by 
William BroSmith of the Travelers. 
\ set of appropriate resolutions per- 
taining to Mr. Blackburn's retirement 
was prepared by a committee consisting 
of C. Petrus Peterson, Bankers Life of 
lowa: C. F. Coffin, State Life, and W. 
H. Eckert, Federal Life. 


Governor Trinkle Present 


T. Lee Trinkle, vice-president of the 
Shenandoah Life and former governor 
of Virginia, was present this year ac- 
companied by L. St.J. Thomas, the ac- 
tuary. Mr. Trinkle is truly representa- 
tive of the south, urbane and gracious 
at all times. He contributed much to 
the social side of the gathering. 


James L. Madden, manager of the 
insurance department of the United 
States Chamber of Commerce, arrived 
in Detroit Tuesday and attended the 
Legal Section meeting. 















ADMITTED ASSETS 
LIABILITIES - 















NEW BUSINESS—1925 


A gain of nearly 50% over 1924. For the first six months 
of 1926 our gain was 20% over the same period of 1925. 


INSURANCE IN FORCE—END OF 1925 


A gain over previous year of 16%. 






EXTRACTS FROM 
OUR ANNUAL STATEMENT 





Including full level premium reserves on a 3% basis. 


SURPLUS AND DIVIDEND FUND - - * 
13% of Liabilities 


DIVIDENDS SET ASIDE FOR 1926 - - e 


An increase over previous year of 25°%%—the seventh con- 
secutive increase—further reducing average costs to policy- 
holders by nearly 11% over and above the normal increase 
that would have been effected under the old 1925 scale. 


T. LOUIS HANSEN, Vice-President 
THE GUARDIAN LIFE INSURANCE COMPANY 


OF AMERICA 


Founded 1860 Under the Laws of the State of New York 


50 UNION SQUARE, NEW YORK 



















- $ 66,857,528.00 











$290 912,305.00 





$ 51,866,771.92 














. $ 45,836,814.05 









- $ 6,029,957.87 

















- $ 1,983,000.00 
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President, A. L. Hereford 


Vice-President, Charles J. Riefler 


LIFE 


SURANCE COMPANY, 





THIS COMPANY STANDS CONSPICUOUSLY FOR 
FINANCIAL SOUNDNESS AND HELPFUL SERVICE 


OUR POLICY 
A Springfield Life Policy 
Is the Best Policy 


The Springfield Life began business as 
a legal reserve life insurance company 
October 8, 1924. Prior thereto, for a 
period of nearly thirty years, it operated 
as a Fraternal, known as the Court of 
Honor Life Association. The outstand- 
ing contracts of the latter association, 
exceeding $75,000,000, were reinsured 
by the Springfield Life, and at once 
placed the new company among the 
leading life insurance companies of the 
Middle West. The same managing 
officials who so successfully directed 
the former fraternal are now actively in 
charge of the business management of 


the Springfield Life. 


ADMITTED ASSETS, $6,250,000 
PAID TO POLICYHOLDERS, $26,000,000 


All Standard Policies are written, with 
or without Total and Permanent 


Disability, Premium W aiver 
and Double Indemnity 


SPRINGFIELD LIFE 
INSURANCE COMPANY 


SPRINGFIELD, ILLINOIS 


| 











— 
——— 





Secretary, L, M. Dixon 
Vice-President, Wm. Schmidt Treasurer, C. L. Simmons 


A MUTUAL LEGAL RESERVE LIFE IN- 
INCORPORATED 
AND OPERATING UNDER THE LIFE 
INSURANCE LAWS OF ILLINOIS 


Problems of State Supervisory 
Official Outlined by H. L. Conny 


ARRY L. CONN, Ohio superin- panies to tell when one may pass from 
tendent of insurance and presi- solvency to insolvency. ‘ 


dent of National Convention of Judge Conn declared that it js in. 


Insurance Commissioners, was intro- cumbent on some great Organization 
duced Wednesday afternoon. He made to educate legislators and state officials 
critical reference to the deposing of In- to show them that the insurance ¢. 


surance Commissioner S. W. McCul- ne agg —~ more money and greater 
loch of Pennsylvania by Governor wig ie ill e. = yous method, he 
Pinchot because of “inefficiency” after - ‘Id i ogical and unscientific. There 
40 years of faithful and conscientious S®OU!d be some plan devised whereby 

, H d th doubtedly {here can be more adequate supervision 
service. e stated that undoubtedly There should be a more logical tax 
political purposes prompted the re- system for insurance companies, 
moval of Mr. McCulloch. Judge Conn Any attempt to change the presen 
characterized him as a “man of great program will need be laborious and 
ability and the soul of honor.” Judge continuous. . 
Conn declared that the same charge Of When a state needs more money, he 
inefficiency ; could be justly —_ stated, it increases insurance taxes 
against every ae e Judge Conn stated that any tax on in. 
said all these officials desire to meet Surance above that required to main. 
their obligations intelligently and faith- tain the state department is unjust 
fully. They try to do the right thing. , Just. 
They are men of the highest type. 


Gives Some Facts as 
to Ohio Insurance 


Judge Conn said that the people of 
Ohio pay Fn agar one in annual pre- 
miums. here are 900 companies 
licensed. There are 100,000 agents . 
licensed. To look after the vast work Back Into Membership 
of the department, there are 35 em- Allen May, counsel of the Missouri 
ployes. The demands on these em- State Life, stated at the Legal Section 
ployes are very heavy. One Cincin- meeting that, while he was not a mem- 
nati hotel, he said, had 1,000 employes ber, he expected to be. The remark 
to look after its work. The Union Was significant, because shortly after 
Trust Company of Cleveland has 700 the Des Moines meeting, where the 
employes. company was under fire for alleged 
Judge Conn told about the heavy violation of agency ethics, it resigned 
responsibilities resting on department its membership. The company’s of- 
employes. In addition to the immense ficials stated they had not been fairly 
work of the regular routine in the Ohio dealt with, as other members had fol- 
department, jis tha labor of looking lowed the same practice and no effort 
after the liquidation of insolvent com- Was made to discipline them. 

panies. It was felt by many that Mr. May 
The highest salary paid in the Ohio thought he could join the Legal Sec- 
department is $5,000. The financial of- tion without tha company belonging 
ficer who has charge of the securities to the parent organization. However, 
and collects all the fees gets $3,000. ohn J. Moriarity, vice-president, was 
The Ohio department collects $4,000,- ©" an agency trip at Detroit this week 
000 a year from companies and the leg- 294 mingled with the other officials 
islature appropriates $1,000,000 for its i the hotel. Inasmuch as T. F. Law- 
maintenance. Out of $40 collected Temce, who was in command of the 
from companies, $39 goes to the gen- @gency. department when the issue 
eral fund of the state. arose, is no longer with the company, 
the hope was expressed in the lobby 
Says It Is Impossible that the Missouri State would again 
to Get Efficiency seek admission to the American Life 
Ss ‘eleiv’ ob dhe ‘tech of emplebes, Convention, especially as its headquar 


a... lari Be f ad : ters will soon be in the company’s home 
small salaries and want of adequate city. Many predict that there will soon 
facilities, Judge Conn said, it is impos- pe a return to the fold 

sible for any department to be effici- i 

ent in the usual sense of the term. 

Without sufficient men to handle the Harold R. Gordon, executive secre- 
department and properly supervise com- tary of the Health & Accident Under- 
panies, Judge Conn said no commis- writers Conference, was called on to 
sioner can keep in touch with all com- extend greetings of that body. 


a thorough overhauling. 


Feel That Missouri 
State Life May Come 





HARRY L. CONN Cc. B, ROBBINS, Cedar Rapids, Iowa 





Insurance Superintendent of Ohio President, Cedar Rapids Life 


The entire insurance tax system needs ' 
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Responsibility Is Forgotten in 


Mad Race 


for Applications 


BY FRED M. SANDERS 


Secretary, Bankers 


ness life, we have been drifting 

away, little by little, from the 
principles upon which our business is 
founded. From one year to another, 
perhaps not noticeably but over a per- 
jod of years, a marked change has 
taken place. Would it not be well for 
the companies themselves to find the 
remedy and administer it rather than 
to have it given by someone out of 
sympathy with us? I am_ convinced 
that many of the evils which have be- 
come a part of our business by com- 
mon usage must be corrected if we are 
to continue to hold the confidence of 
the public. 


U're: the stress of modern busi- 


Forget Responsibility in 

Race for Applications 

A grave responsibility rests on the 
executive officers of the life companies, 
a responsibility to the policyholders 
which is too often lost sight of in the 


mad race for new applications. To 
maintain a proper volume we must 
meet new conditions in the business 


world and adjust ourselves to them, 
but change does not always result in 
progress or a betterment of conditions. 
The value of a company to its policy- 
holders is not measured by the increase 


in the volume of business over that 
of the previous year. There are other 
standards of greater importance, and 


it is my belief that our endeavor to 
make each year a record one for vol- 
ume of business has resulted in our 
gradually losing sight of the principles 
and ideals upon which our bustness was 
founded. Would it not be worth our 
while occasionally to consider the actual 
value to the insuring public, of the poli- 
cies we offer, the cost of putting the 
business on the books and our present 
day selling methods? 


Life Insurance Does Not 
Admit of Speculation 


Our business is that of furnishing 
protection to dependents. It is a busi- 
ness which cannot admit of any specu- 
lation. To my mind the contract we 
deliver, the cost of putting it on the 
books and the return of the unused 
portion of the premium or dividend to 
the policyholders should receive first 
consideration. We perform legally, but 
there is a moral obligation which is 
too* often sacrificed on the altar of 
volume. In the past few years we have 
added many new features to our poli- 
cies. New conditions in our civilization 
of today must be provided for; there- 
fore we must be modern and up to 
date. If these changes in the contract 
are not founded on fundamentally cor- 
rect principles, however, they cannot 
be lasting. . 


Agents Sell on Features 
Rather Than on Fundamentals 


Seldom do you pick up an insurance 
magazine but what comment is made 
on a new policy some company is get- 
ting out. They are splendid to look 
at, but difficult to understand and too 
otten the fine print is hard to read, 
which occasionally is brought to the 


attention of the home office. Do these 
Policies fill a real need? Generally 
speaking, they do not. They were 


made to sell, to increase volume. It 
is not often we find any distinct ad- 
vantage in them over the old forms, 
but the agent in selling his prospect 
too often picks out some catch phrase 
or special feature and fails utterly to 
impress on his prospect the necessity 
of insuring his life. I wish there were 
some way to compel our agents to sell 
life insurance for insurance and not for 
the applications. 

One of the most attractive features 


Life of Nebraska 


and easiest to sell that has been added 
to our policies in the last few years, 
and to my mind in real value worth 
the least, is double indemnity and 
total disability. It has, I believe, done 
more to draw the attention of our 
agents away from the advantages and 
real purpose of life insurance than any 
other one thing. These features are 
too often the talking point of the men 
who carry our rate books and I fear 
they are too often inspired by the home 
office. Life insurance will sell on its 
merits. When a man is told what it 
is and why it is, he can be sold with- 
out any prize, and when sold along the 
right lines he will not only stay sold 
but he will from time to time, as his 
financial condition improves, buy more. 
There may be a real need for double 
indemnity and total disability and the 
special half rate and special endow- 
ments, although I doubt it very much, 


but if there is a need for them, let us 
educate our agents to the point where 
they will major in the principles and 
benefits and the need for life insur- 
ance and use these arguments in the 
field to sell the business. There, if 
anywhere, is your answer to the lapse 
problem. 


Investment of Funds 
Is a Great Trust 


There is another fundamental prin- 
ciple or rule which concerns the home 
office and that is the care of the mil 
lions of dollars which are received by 
us daily from all corners of the coun- 
try. Therefore it behooves us to be 
watchful, to be careful, to practice 
economy, to keep in mind always the 
interest of the real owners of the fund 
under our control. The safety of the 
principal must always be considered 
rather than the interest return on the 


investment, There must be an abso- 
lute certainty that the company will 
be able to complete the terms of the 
contract, which may run for 50 years 
or more. When you are investing 
other people’s money, it is better to 
be safe than sorry. 


Expenditure of Policyholders’ 
Money Should Be Guarded 


The question of just how much of 
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a policyholder’s money a company is 
justified in spending should of course 
be decided in favor of the policyholder. 
We are morally bound to do this, and 
yet there are so many ways by which 
the fund can be diminished, which seem 
legitimate though not always necessary. 
Because of the very size of the fund, 
which seems always to grow larger no 
matter how much we spend, we are apt 


to grow careless, to overlook the fact 
that many small items add up in the 
end to a very considerable amount. 





Grange Life Officials Present 


The Grange Life of Lansing, one of 
the newest members was ably repre- 
sented at the meeting. President N. P. 
Hull gave the welcome for the Mich- 
igan companies at the opening session. 
Other officials present were Superin- 
tendent of Agents W. D. Byrum, Sec- 
retary C. H. Bramble, Field Manager 
I. D. Wallington, Auditor Mazie Git- 
chell. 


Presidents’ Officials on Hand 
General Manager George T. Wight 
and Assistant Manager C. G. Taylor 
were present from the Life Presidents’ 





Association. Mr. Taylor is a former 
president of the American Life Con- 
vention. 

1 YONEAEOMMGARNTNNL 170MM AOL) HUQUOUAAMEDTDL SITY SEIENE AE ELUNNGHET QUINTET TOOT ATEN SET UUUUNN ALG 











i Wi TAT 








STIs VCMT gl 





TG LM 





HOME OFFICE BUILDING 
3207 Washington Ave. 


entral States Life 


Insurance Comp any 
SAINT LOUIS 


JAMES A. McVOY, President 
GEORGE GRAHAM, Vice-President 


V. F. LARSON, Secretary 


TENA ET aT Fe TT 


TT aT AT 


utiaie 4) 

















Hye LL 





SAMMI UA ETL O M  L 





22 


THE NATIONAL UNDERWRITER 


September 3, 199¢ 








Life Insurance Company Is Not 
Adapted to Administer Trusts 


By FRANK W. 


McALLISTER 


General Counsel Kansas City Life 


TATISTICS have been broadcast 
S in recent years, tending to show 

that a startling percentage of life 
insurance benefits paid to certain classes 
of beneficiaries in lump sums are 
quickly dissipated. I cannot bring my- 
self to feel so mtich alarm over the loss 
to the beneficiaries of life insurance 
funds irom lack of business judgment 
and management. The statistics may be 
correct on some basis, but it does not 
follow that the funds have necessarily 
been wasted. I believe that in the 
great majority of cases in which the 
money has been consumed, it has, in 
the spending, served the exact purpose 
for which it was intended. The figures 
may correctly show the percentage of 
such funds which are no longer in the 
hands of the beneficiary at the end of 
a given period of years, but the as- 
sumption that because the money is 
no longer in the hands of the benefici- 
ary it has been wasted or squandered, 


and has not served its intended pur- 
pose, is, in my opinion, a most violent 
one. 


Misuse of “Trust” Has 
Given Public False Idea 


Unquestionably, the “life insurance 
trust” is an appropriate means of mak- 
ing life insurance effective as protec- 
tion for beneficiaries in many instances, 
but the question is whether the life in- 
surance company itself should under- 
take to administer the trust. There ap- 
pears to be some magic in the word 
“trust,” and its use in a legal document 
seems to create in the minds of many 
people a feeling of security that would 
be entirely wanting without it. The 
wide use of the word has resulted in 
its frequent misuse and a widespread 
misunderstanding as to what it really 
implies. Originally the relation was 
supposed to rest upon personal con- 
fidence in the trustee, particularly by 


the settler or creator of the trust, the 
confidence that, regardless of legal ob- 
ligation on his part, the trustee would 
devote the subject matter to the pur- 


poses intended. 


Word Is Often Misused 
Where Trust Does Not Exist 


The promiscuous use of the word 
has resulted in its presence in many 
instruments which, in fact, measured 
by any legal standard, do not create 
the trust relation. Forms of policy 
settlements under life insurance policies 
are in vogue which use the term and 
appear, upon a casual examination, to 
establish the trust relationship, but, in 
most instances, I have found them to 
be merely promises to pay money, and 
no more create the trust relationship 
between the company and the benefici- 
ary than would an ordinary note of 
hand. 


Authority of Companies to 
Administer Trusts Doubtful 


Serious legal doubt exists as to the 
necessary charter power of many of 
the life insurance companies to under- 
take the functions of a trustee. The 
laws of many of the states limit the 
exercise of fiduciary powers by corpo- 
rations to those organized under a par- 
ticular statute and prohibit the same 
to all other corporations.* Quite fre- 








More Than 100,000 Unsold Prospects 


When one of the many new men who are constantly being added to our sales force was asked re- 
cently why he chose the BUSINESS MEN’S ASSURANCE among the many good companies 
that would have appreciated his services, he replied: 


‘Because after a thorough investigation, I became convinced 
that your Company has the greatest number of unsold prospects 
of any company in existence.” 


We believe this new man was right and that even we ourselves had failed to fully appreciate the 
tremendous advantage this gives our own field mca. 


More than 100,000 of the prominent Business and Professional men throughout 29 states have 
our Accident and Health service, who have not yet availed themselves of complete B. M. A. 
service, under our matchless “All-Ways” contract—Life, Accident and Health protection under 
one contract and under one payment. 


More than 100,000 who are already friends and clients of the Company—whose confidence is 
evidenced by the continuing of that Disability protection in the Company—who have shown 
their preference for B. M. A. service, and who are therefore in fact the best 100,000 unsold 
prospects the insurance man can hope to find. 


And the Company will distribute among those 100,000 prospects, through personal delivery by 


its field men, more than $1,500,000.00 in benefits under disability contracts during this one year 
of 1926. Enough cash to cover the initial annual deposits on $50,000,000.00 of Life Insurance. 


Yes, this young man was right; we do have the greatest number of unsold prospects. 


17 Years in Disability Insurance—nearly $4,000,000.00 premiums in force 
6 Years in Life Insurance—over $33,000,000.00 in force 


Are You Familiar With Our “ All-W ays” Contract? 
‘It Pays All Ways and it Pays Always.” 


Business Men’s Assurance Company 


W. T. GRANT, President 


KANSAS CITY, MISSOURI 








eee 
quently only corporations to engage jp 
a particular line of business can be 
organized under this statute, and jp. 
surance companies are not among them 


Trustee Is Subject to 
Investigation of Courts 


It is fundamental that courts oj 
equity have practically unlimited juris. 
diction to inquire into and supervise 
the administration of trusts, and the 
beneficiaries are said to be the wards 
and especial favorites of the court 
Generally speaking, the court of chan. 
cery within whose territorial jurisdic. 
tion the! beneficiary resides has and 
may exercise jurisdiction over the 
trustee and the trust estate, regardless 
of the residence of the trustee or the 
situs of the estate. In the exercise of 
its jurisdiction it has the power to 
ascertain and determine for _ itself 
whether the trust fund is being safely 
conserved and invested to the best ad- 
vantage, and if, in the opinion of the 
chancellor, there has been mismanage- 
ment or neglect on the part of the 
trustee, he may remove him and ap- 
point a successor of his own selection. 
The result of this is that a life insur- 
ance company undertaking to exercise 
the function of a trustee is subject to 
the local jurisdiction of the residence 
of the beneficiary and may be required 
to submit its accounts in detail for the 
judgment of the chancellor as_ to 
whether it is properly managing the 
fund and investing it to the best ad- 
vantage for the beneficiaries. 


Might Require Funds Segregated 
to Keep All Records Clear 


A generally applied equitable rule re- 
quires the trustee to segregate the trust 
fund or estate from his own funds and 
from the funds and property of others. 
One reason for this is to enable the 
chancellor to follow the funds into 
hands of third parties and recover the 
same in case of threatened loss or un- 
authorized disposition, and to ascertain 
from time to time what income or re- 
turn the trustee has actually received 
upon the particular funds. I take it 
that a strict compliance with that rule 
would require that each particular fund 
should be so handled that the particu- 
lar securities in which it is invested 
could be identified and segregated if 
necessary. That course is hardly pos- 
sible for a life insurance company, and 
is wholly impractical. Of course, the 
trust settlement may undertake to waive 
that requirement, but whether courts 
ot equity everywhere would consider 
themselves bound by such waiver is 
another, and a doubtful, question. 


Insurance Company Not Suited 
to Exercise Discretionary Powers 


The trust relationship involves the 
exercise of discretion on the part of 
the trustee in the application of the 
trust fund to the intended purpose, 
and this is especially true of insurance 
trusts created for family protection. No 
insured can envision, with any degree 
of certainty, at the time the policy is 
taken the needs which may arise five, 
10 or 20 years after his death. Some- 
one will have to be invested with power 
to exercise, in some measure, his own 
discretion and judgment. Only in rela- 
tively few cases will the beneficiaries 
have any personal touch with the home 
office of the insurance company or its 
officers charged with the duty of super- 
vision and administration, and the lat- 
ter will be without any knowledge 
whatever of the local surroundings and 
particular situation of the latter. In 
the absence of this element of personal 
discretion, a policy settlement agree- 
ment not in any manner involving a 
trust will as fully meet any situation 
as a trustee could. 


Trust Technically Involves 
Use of Discretionary Powers 


None of the so-called trust agree- 
ments which I have examined under- 
take to invest the trustee with any 
discretionary powers, and strictly speak- 
ing, no trust in the technical sense is 
created, but the chancellor might quite 
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plausibly hold that as the company had 


denominated the provision a “trust 
agreement,” and had expressly agreed 
to hold the policy proceeds “in trust 

beneficiaries, the court would 


for the , z , 
treat it as a trust in fact and require 
an accounting by the company as trus- 
An appealing argument in sup- 
port of such holding would be that the 
company, by the use ot those terms, 
had misled the insured and ought then 
to be estopped to deny the existence 
of the trust relation, 


tee. 


Danger Lurks in 
Misuse of Terms 


One settlement agreement I have 
seen recites that the company agrees 
to “hold” the proceeds payable upon 
the death of the insured “in trust” for 
the beneficiaries, but it further sets 
forth with minute detail the exact 
amount, time and method of payment 
of each installment or payment. Al- 
though denominated a “trust agree- 
ment,” no trust is in fact created. This 
particular provision is objectionable in 
another respect, and that is a provis- 
ion that the company will pay “not 
less” than a certain rate of interest per 
annum on the funds held by it. The 
rate of interest not being definitely 
fixed, leaves room for the assumption 
that the company will pay a_ higher 
rate if and when it is able to earn more. 
While, of course, this does not convert 
the contractual obligation into one of 
trust, it does leave the question of the 
rate of interest open to inquiry, and 
probably subjects the company to the 
jurisdiction of a local court in a pro- 
ceeding to determine the rate of in- 
terest it has actually earned, and, as it 
is not at all probable that this particu- 
lar fund would be segregated from the 
other assets of the company, the in- 


quiry would naturally involve an _ in- 
vestigation of the company’s invest- 
ments and its investment income. 


Better to Leave Trust 
to the Local Institution 


If it is the purpose of the insured 
really to create a trust, it is the safer 
business course for life insurance com- 
panies to send him for that service to 
the class of institutions whose particu- 
lar business it is to administer trusts. 
A simple provision, so far as the com- 
pany is concerned, is all that is 
required, that is, to name the trustee se- 
lected to administer the trust as bene- 
ficiary under the policy, designated as 
trustee, and the disposition of the pro- 
ceeds of the policy by the trustee is 
a matter between the insured and the 
trustee. The company ends its legal 
liability with the payment of the pro- 
ceeds to the beneficiary named, and it 
has not only ended its legal liability, 
but it has also discharged its further 
duty of so disposing of the proceeds 
of the policy that the insured’s ultimate 
idea of protection will be accomplished. 


Texas Companies Urge 


1927 Meeting at Dallas 


_ President Harry L. Seay of the 
Southland Life had distributed a four- 
page paper of full daily paper size. It 
was the “A. L. C. Edition.” The mast- 
head showed it was the “Dallas Morn- 
ing News,” “Daily Times-Herald,” 
“Dallas Dispatch,” and “Dallas Jour- 
nal.” The purpose was to invite the 
American Life Convention to hold its 
1927 meeting in Dallas. The paper fea- 
tured Dallas in many ways. It gave 
many facts as to Texas for the state 
companies which are members of the 
Organization all favored Dallas for next 
year. The paper contained a formal in- 
vitation from the mayor of Dallas and 
the Dallas Chamber of Commerce. A 
cordial invitation was extended by the 
following Texas member companies: 


American Life Reinsurance, American 
National Life, Amicable Life, Fidelit# 
Union Life, San Jacinto Life, Southern 
Union Life, Southland Life, Texas Life, 
Two Republics Life. 


Secretary Claris Adams 
Formal Bow to the Convention 


LARIS ADAMS of 
the new secretary and general coun- 
sel, was introduced by President H. B. 
Arnold Wednesday afternoon. His talk 
was a veritable oratorical and literary 
He left such an impression that 


Indianapolis, | with whom I have come in contact, and 


| any intimate contact with this organiza- 


j 


gem. 
at the close of his brief talk he was | 
given prolonged applause. Mr. Adams 


said: 

“I am afraid that I have nothing sub- 
stantial to offer in the way of inftorma- 
tion or inspiration to this gathering. It 
is a genuine pleasure, however, for me 
to be here. I am looking forward to a 
very happy time in the service of this 
organization and the personal contact 
with its members. Already I feel very 
much and very pleasantly at home 
among you. I dare believe that I have 
been taken into that very fine spirit of 
camaraderie and fellowship which I feel 
is one of the outstanding characteristics 


of the American Life Convention. 


“I have been very deeply impressed | 


with the evident sincerity, the breadth 
of view, and the sincere desire for co- 
operation displayed by the members 


; tional in scope and permanent in char- 


Made - 


particularly by your leaders in thought 
and action. I have not heretofore had 


tion, but no one even on the fringe of 
insurance circles can be wholly ignor- 
ant of the great influence this organiza- 
tion has wieldgd within the business. It 
is needless for me to say that it is na- 


acter. 


Future Constitutes 
a Real Challenge 


“While the past is secure I believe 
the future constitutes a real challeng# 
and presents a limitless field for oppor- 
tunity and service. I assume that the 
purpose of this organization is to main- 
tain those high ideals and standards 
which have been the glory and the se- 
cret of success of the great institution 
of life insurance. I am sure that one of 
its purposes is to maintain, as your 
president said this morning, that nice 





balance between healthy competition and 
constructive cooperation which insures 


at once the progress and the safety otf 
this great structure within which num- 
berless thousands have sought protec- 
tion as their sanctuary. 


Blackburn Has Made 

a Unique Place 

“May I say in passing that I wish to 
bear personal testimony to this man 
whom you all love and who lays down 
the reins of office at this particular time. 
I will not say that I am to take his place 
because the place of Mr. Blackburn is 
unique in insurance annals and will re- 
main so. I would not have the temerity 
to attempt to bend the bow of Ulysses 
unless he himself had placed the weapon 


in my hands and had agreed to teach 
me the art. 

“But I hope as time goes on that I 
may as your servant and instrument 


contribute something to this great insti- 
tution which you represent and serve. 
1 also hope that our contact will become 
closer and closer. I hope above every- 
thing else that you will accord me ; 
certain degree of patience, because t 
have promised myself, at least, that I 
will not act upon unconsidered opinion 
or immature conviction. Perhaps as the 
horizon broadens and my vision clarifies 
I may do something to help you carry 
out the purposes of this truly great 


' organization.” 





2 day service........ 


Jas. L. Mistrot, President 


Southern Union Service 


This Company puts into actual practice what every Field man knows is of most 
value to him—the prompt handling of his business with uniform action in underwriting 


plus Home Office support and encouragment. 
ner in which 7000 applications were handled by the Medical Department.) 


MEDICAL DEPARTMENT 
1 day service........ 4490 =6414% 


720=104% Pap niresspe atlas 


=»! 7000 





3 day service........ 304= 444% 

. aaa 
4 day service........ @1= 334% —— a 
Over 4 days......... 1225=17144% 


POLICY DEPARTMENT 


1 day service . . .5698 =81.4% \ 

2 day service........ 1056 = 15% \ 
errr ...155=2.3% \ 
ee iiaenwe 28=.04% \ 
Rejected....... seveeeeses vue Tanes 63 = .09% 


To both experienced and inexperienced men who can qualify as to character and energy 
we offer an opportunity to become identified with a progressive old line Texas Company 
where their efforts are rewarded with good service and close Home Office co-operation. 


Good Territory Available in Texas and Oklahoma 
SOUTHERN UNION LIF E INSURANCE CO. 


FORT WORTH, TEXAS 


(The following analysis shows the man- 
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Tom Poynor, Vice-President 
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Compensation Laws and Life Agents 


By FRED H. ALDRICH 


General Counsel, American Life of Detroit 


OR about six months I have been 

trying to find out whether or not a 

soliciting agent of a life insurance 
company comes within the province of 
the employer’s liability act in one of the 
many states that have such acts in force, 
and that I have not arrived at any 
degree of certainty upon that question. 
It might be quite possible for a court 
to hold that a soliciting agent of a life 
insurance company in one _ instance 
came within the provisions of an em- 
ployer’s liability act in a given state, 
and in another instance where the 
circumstances were somewhat different 
for the same court to hold that such an 
agent did not come under such act. 


Passing of the Acts 
Is Evidence of Demand 


The passing of these acts in so many 
of the states is decisive evidence as to 
the public demand for something of that 





FRED H. ALDRICH, Detroit 
General Counsel, American Life 


nature, and under our form of govern- 
ment so general a public demand may 
well be regarded as evidence of a de- 
termination as to both the necessity and 
the worthiness of the thing demanded. 
However, in considering a matter of 
this kind it is always well to have in 
mind the limits to which a _ certain 
worthy impulse may carry the public. 

The desire for legislation of this kind 
arose out of the abuses resulting from 
the law of master and servant in its re- 
lation to personal injury cases existing 
prior to the adoption of this class of 
legislation. Any case of this nature was 
so fraught with uncertainties that at- 
torneys who devoted their attention to 
such cases usually required their clients 
to agree to pay them one-half of the 
amount ultimately recovered, besides 
paying whatever costs were required to 
be paid in the beginning and progress 
of the suit. 


Old Practices Were 
Found to Be Inadequate 


There were certain defenses which 
in their origin were reasonable, but 
which by reason of the refinements 
through which they passed in hundreds 
of decisions, often resulted in defeating 
a claim which the conscience of the 
juror prompted him to believe was just, 
and frequently the employer escaped 
any liability notwithstanding he may 
have been grossly negligent in some 
particular mentioned in the claim of the 
employe. 

Under the rule of contributory neg- 
ligence any negligence on the part of the 
employe, no matter how slight, would 
defeat his action, or the action of his 
representatives, no matter how great 


was the negligence on the part of the 
employer. 

The fellow servant rule often resulted 
in defeating a just claim Where the em- 
ployer had placed the employe in a posi- 
tion where the carelessness of a fellow 
servant caused him an injury. 

The rule of the assumption of risk 
would often defeat the claim of an em- 
ployee where he was compelled to work 
in a place of danger that by a little 
precaution on the part of the employer 
might have been rendered safe. 

A great step was made in advance 
when the acts in question were passed. 
They should be given a liberal construc- 
tion for the accomplishment of the pur- 
poses for which they were intended. 


Originally Held to 
Cover Manual Labor 


The English law, after which many 
of the American acts are patterned, re- 


the duties in question, appliances used 
and means of protection, etc. When- 
ever we get away from the reason of 
the rule, to-wit, the power in the em- 
ployer to reduce the chances of injury 
to the employe, we get upon an un- 
certain course that may carry us to 
almost any extent away from the pur- 
pose for which these acts were passed. 

In attempting to answer the question 
as to whether or not the soliciting 
agents of a life insurance company come 
within the provisions of the employer’s 
acts of the various states, | would say 
if the soliciting agent works from the 
general office of the company, is under 
the constant supervision of some official 
of the company who gives him daily 
direction as to the manner in which he 
shall perform his work, as to the parties 
whom he shall solicit, the neighborhoods 
which he shall visit endeavoring to get 
prospects, the number of hours which 








case, brought against the company. 








Fred H. Aldrich, general counsel for the American Life of Detroit, in 
his address on the application of the employers’ liability acts to soliciting 
agents of life insurance companies, cited the available decisions on this 
subject, referring particularly to the case now in the courts involving one 

the American Life’s agents. Mr. Aldrich has made a deep study of this 
question, but has not yet been able to arrive at any definite conclusion. 
The wide variation in the workmen’s compensation acts in force in the 
‘ various states makes comparison of little value, and the decisions that 
have been handed down in the various courts have not been such as to lead 
to any definite conclusion. The case of the American Life is still in the 
courts of Michigan, so that no definite decision has been reached in that 
case. Mr. Aldrich suggested that the nature of the agency contract would 
in a large part control the application of the compensation law, though 
even with a liberal, non-directing, commission only contract, some ques- 
tion arises, as indicated by the adverse decision thus far in the Michigan 














lated to workmen in the ordinary sense 
of that term. 

The first intention of the legislators 
in this country was to cover cases of 
manual labor, and usually in hazardous 
or extra hazardous employments. 

Very naturally those engaged in cler- 
ical labor under the direct supervision 
of the employer were included with 
those engaged in manual labor. The 
same rules would apply to them as to 
providing safe places in which to work. 


Contracts Do Not 
Control Actions of Agents 


Every contract with an insurance 
agent is likely to have some provision 
by which it is agreed that the agent 
shall perform his services under the di- 
rection of the company, and carry out 
the orders of some person within the 
company from time to time while the 
agency continues. 

Every person who understands any- 
thing about the insurance business 
knows that such control as is given in 
such an agreement relates to carrying 
out the laws of the state in which the 
business is transacted, and to the pro- 
curing of insurance under proper rules 
of underwriting, and that it does not 
relate, excepting in those instances 
which I will mention elsewhere, to any 
such control as may aid in securing the 
safety of the agent. The courts have 
held that one whom the employer does 
not control and has no right to control 
as to the methods or means by which he 
produces the result@ desired, is an in- 
dependent contractor, and in the case 
of Carleton vs. Foundry Machine Prod- 
ucts Co. 199 Mich. 148, it is said “nor 
is inspection or such supervision as may 
be necessary to secure the ultimate re- 
sult sufficient to change the character of 
the contract or the status of the 
parties.” 

As stated, in many instances the con- 
trol must relate to the actual doing of 


he shall devote to the solicitation of in- 
surance, and the means of travel which 
he shall use in going to visit his pros- 
pects, that quite likely, under the Mich- 
igan act, and other acts that are not 
limited in their effect to hazardous oc- 
cupations, he would be considered an 
employe, and if an accident occurred 
during the hours in which he was di- 
rected to labor while performing his 
duties as an employe of the company, 
the company would be liable under the 
terms of the statute. 


Liberal Contract Should 
Call for Exclusion 


On the other hand, if the agent was 
given a contract providing for certain 
compensation to be paid according to 
the amount of insurance written, and 
was permitted to use his own discretion 
as to the manner in which he should 
perform his contract, the persons whom 
he should solicit, the hours during which 
he should work, the conveyance which 
he should use, I would say that he 
would not be deemed an employe within 
the meaning of the acts. 

When once the courts depart from 
the rules which limit the effect of these 
acts to those persons intended when 
such acts were passed, applying the 
letter of the law as it may be applied in 
some instances, and using arbitrary 
rules in other instances, without refer- 
ence to the spirit of the law, the effect 
of this law may be carried far beyond 
the first class of instances which I have 
just mentioned, and just how far it may 
be carried toward the second class men- 
tioned no one can predict. 


Theory of the Law 

Given in Decision 

In Rheinwald vs. Builders Brick & 
Supply Company, 168 Appellate Di- 
vision (N. Y.) 425, the court says: “The 
workmen’s compensation law must in 
fairness be deemed to have been enacted 


in furtherance of a legislative determj- 


nation, enforced by explicit mandate of 
the people through amendment of the 
state constitution (Art. L. P. 19), that a 
new and different scheme and basis of 
indemnity for industrial accidents should 
be adopted in this state, in the light of 
the social experience of other common- 


wealths and countries. Injuries sys- 
tained by those who perform the manual 
and mechanical tasks of an industry 
must be deemed to have been intended 
by this statute to be made a social risk, 
a liability of the industry, a charge upon 
the production cost of the article manu- 
factured or the service rendered. 
Hitherto the rule of our statute and 
fundamental law had been that any 
right of recovery for industrial accidents 
must arise from a breach of the master’s 
duty as to care and safeguards, and ac- 
cordingly was limited by whatever con- 
tractual relation existed between the 
person injured and the person whose 





A. F. MOORE, Detroit 
Secretary Michigan Mutual Life 


breach of duty was the efficient cause 
of injury.” 

Notwithstanding that this case was 
reversed upon an appeal from an award 
made in accordance therewith, on the 
authority of the intervening decision of 
the court of appeals in the case of 
Bargey vs. Massaro Macaroni Company, 
170 App. Div. 103 (N. Y.), by decision 
without opinion, reported in 174 App. 
Div. 935, in all probability the words of 
the court will form an important part 
of many decisions hereafter. 

The emphasis which the courts put 
upon the question of control of the ser- 
vant shows clearly that the idea remains 
that the compensation allowed has its 
basis in the obligation to render the 
employment reasonably safe, as one 
may do when he has control of the acts 
of the employe. 

Michigan, at the expense of thousands 
of dollars, after various proposed acts 
had been before the legislature, em- 
ployed a commission of experts to ex- 
amine into the question of the advan- 
tages of an act of this nature. In the 
report of this commission it was shown 
that, without extra expense to the em- 
ployer, his employes would receive a 
very much larger amount for injuries 
sustained under the proposed act, which 
afterwards became a law, and he would 
be in a position continually by more 
careful supervision and the inauguration 
of appliances for safety, to reduce the 
liability to accidents and consequent ex- 
pense to himself. It was shown that it 
would result in an advantage to every- 
body, except the lawyers. 

I suppose I was chosen to prepare this 
paper because of the fact that it is 
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known that I am interested in a case 
involving some of these questions. 

William J. Balmer had a contract of 
agency with the American Life which 
did not differ materially from contracts 
which hundreds of other agents have 
with various companies in the United 
States. It had certain provisions with 
reference to supervision and following 
directions of certain officers of the com- 
pany. He was expected to produce a 
certain amount, of insurance in order 
that he might have the greatest advan- 
tage from his contract. He visited from 
time to time a branch office of the com- 
pany in Lansing, where he might at any 
time take his prospects. As to the 
hours which he might work, the manner 
of soliciting his prospects, the convey- 
ance which he might use in going to 
call upon them, and every other matter 
which related to safety, he was given an 
entirely free hand, and all that was 
asked of him was that he produce 
certain results. The supervision pro- 
vided for in the contract, while not so 
stated in specific terms, related to the 
manner of performing his duties within 
the law and according to correct prin- 
ciples of underwriting. He was killed 
in a railroad accident, and his widow 
filed a claim before the department of 
labor and industry, which was first 
heard before a deputy commissioner 
who had power to sit in the hearing of 
such matters, much in the capacity of an 
arbitrator. He filed a decision in favor 
of the claimant, from which an appeal 
was taken to the department of labor 
and industry. The department of labor 
and industry sustained the holdings of 
the deputy. 


Hearing Held Before 
the Department 


Points raised before the department 
were: 

That Balmer was not an employe 
within the meaning of the act and that 
the testimony did not show that he was 
working for the company in any capac- 
ity at the time of the injury. He had 


been fixing his automobile during the 
usual working hours of that day, and 
after dinner, in the evening, had changed 
his clothes and driven away in his ma- 
chine, and was struck by a train and 
killed in the neighborhood where he had 
been working; the only testimony tend- 
ing to show that he intended to see a 
prospect was that he had told someone 
that he had intended during the after- 
noon to see a prospect in that neighbor- 
hood, and that without stating to his 
family where he was going, he took a 
portfolio with him which he usually 
carried when he was intending to see 
prospects. Counsel appeared especially 
for the purpose of objecting to the juris- 
diction of the commission, but took part 
in cross-examining the witnesses for the 
purpose of establishing the true facts 
upon which claimed jurisdiction was 
based. 

Foster vs. City of Chicago, 96 III. 
App. 4; and Casement vs. Brown, 148 
U. S. 615; were cited by the defendant 
upon the question as to whether or not 
Balmer was an employe within the 
meaning of the act. 

In the Foster case above cited the 
court says: “The difference between an 
independent contractor and a mere ser- 
vant is not determined solely by the 
retention of a certain kind or degree of 
supervision by the employer. It is to be 
determined by the contract as a whole, 
by its spirit and essence, and not by the 
phraseology of a single sentence or 
paragraph.” 

In the Casement vs. Brown case the 
court says: “Nor is inspection, or such 
supervision as may be necessary to 
secure the ultimate result, sufficient to 
change the character of the contract, or 
the status of the parties.” 


Case Is Still Being 
Considered by Court 


Within the time provided by law a 
petition was filed in the supreme court 
for the issuance of a writ of certiorari 
to review the action of the department 
of labor and industry. This petition 


was denied without any opinion being 
filed. After this application was denied 
a petition was filed for a reconsideration 
of the same. 

The application for reconsideration 
was denied without an opinion being 
field in relation thereto. Thereafter a 
bill was filed in the circuit court for the 
county of Ingham, in chancery, to re- 
strain the enforcement of the order of 
the department of labor and industry on 
the ground that it was illegal and void. 
A motion was made to dismiss this bill 
which, under our practice, was equiva- 
lent to a demurrer to the same. 

The court overuled the motion to dis- 
miss and the case went to hearing upon 
its merits. On the hearing of the case 
there was introduced in evidence all of 
the proceedings and we also went into 
the history of the legislation which cul- 
minated in the workmen’s compensation 
act in Michigan, showing the attitude of 
the legislators, the several bills that 
were introduced which were consoli- 
dated into one bill, the appointment of 
a commission to gather statistics with 
reference to workmen in industrial oc- 
cupations, and the cost to them of pro- 
curing such compensation as they were 
entitled to under the laws then existing. 
In fact we introduced all of the records 
as found in the journal of the two houses 
which would throw any light upon the 
intention of the legislators in passing 
the act in question. From which we 
believe that the conclusion is incontro- 
vertible that the act was what it ex- 
pressed itself to be, for compensation of 
workmen in the ordinary sense of that 
term. 

The questions involved, before the 
department of labor and industry, were 
grave questions that had never been de- 
cided by any court before in the United 
States. There was practically no dis- 
pute about the facts. The consent filed 
was not the ordinary consent provided 
for by the act and it clearly showed 
that the insurance company did not in- 
tend to include its agents in the field. 
Unless the court of chancery decides 
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Junior Association 
of the Convention 


The Junior Association held its meet- 
ing at a luncheon Thursday noon, Ted 
M. Simmons of the Pan-American Life 
presided. The new officers elected are: 
J. W. Cadigan, New World Life, presi- 
dent; Morton Bigger, American Life 
Reinsurance, vice-president; Lacey Mc- 
Allister, Pilot Life, secretary and treas- 
urer; Ted M. Simmons, chairman of 
the executive committee. These four 
and J. C. Higdon, Business Men’s As- 
surance, constitute the committee. 

President W. T. Grant of the Busi- 
ness Men's Assurance, was the guest 
of honor and talked on “If I Were 
Twenty-five.” He said a young man 
should fall in love by the age of 25 
and get married as soon as he reason- 
ably could. He should be in love with 
his job and appreciate his responsibil- 
ity. Mr. Grant said that a young man 
should put time in in thinking about 
his business outside working hours. 
He should study other subjects. He 
should get the sense of right propor- 
tions of his position so he will not 
get too exalted a nation of his import- 
ance. He should guard his health and 
spend a reasonable amount of time in 
play. At the age of 25 he should begin 
to outline his ‘personal life insurance 
program. 





this case upon its merits we will be 
denied a hearing by any court upon these 
important questions. The matter is still 
pending before the circuit court. 


Dr. H. E. Sharrer, president of the 
Northern States Life of Hammond, 
Ind., the human dynamo, wore a bril- 
liant red tie both with his business 
dress and his evening clothes. Dr. 
Sharrer has taken on this conceit to 
let all know he is a “warm member.” 
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DARWIN W. JOHNSON, President 
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Insurance in Force 


HOME OFFICE, COMMONWEALTH BUILDING, LOUISVILLE, KY. 


Over $7,500,000.00 


. Over 85,000,000.00 


For men of character and ability who desire to form a permanent 
connection, we have some good territory still open in South Caro- 
lina, Tennessee, and Arkansas. 


Address I. SMITH HOMANS, Vice-President 























HE recent case of Dillon vs. Pru- 
dential et al. was decided by the 
California district court of appeals, 
Nov. 20, 1925, hearing by the Supreme 
Court being denied Jan. 18, 1926. (242 
Pac. Rep.) The Dillon decision is not 
surprising to those who have had expe- 
rience in the defense of “personal in- 
jury” cases. It is merely the application 
of the familiar doctrine of “respondeat 
superior” in a field which strikes close 
to home in this organization. The sur- 
prising feature, at least to the writer, is 
the s¢arcity of similar cases, involving 
any kind of tort, against insurance com- 
panies, life or otherwise. 
The trial of the Dillon case resulted in 
a verdict and judgment of $10,000 
against the Prudential and one McDon- 
ald, the agent whose negligence was al- 
leged to have caused plaintiff’s injuries. 


Had Unusual Contract 
Covering His Activities 


Defendant McDonald was employed 
by the Prudential under a written con- 
tract, whereby he was required to give 
his entire time to the business of the 
company. His duties in general were to 
solicit new insurance, collect premiums 
due, deliver policies issued by the com- 
pany and confer with and make regular 
reports to the company concerning his 
collections, lapses, etc. McDonald was 
to work from 8 to 4 and his contract re- 
quired that he devote each working day 
to the prosecution of his agency work. 
The contract apparently expressed 
greater detail with reference to the terms 
of the engagement and the manner of 
prosecuting the work than any agency 
contract the writer has examined. It not 
only provided for a regular weekly sal- 
ary and a commission upon new busi- 
ness, but it and the manuals of instruc- 
tion to which he expressly agreed to 
conform were unusually minute in de- 
tailing his duties and the manner of per- 
forming many of them. 


Terms of Contract Were 

Fully Recognized 

The right to discharge McDonald was 
reserved by the company, although, 
strange to say, the language of this pro- 
vision is not quoted in any of the ex- 
cerpts from the contract contained in 
the briefs or in the opinion. Also, it is 


_rather difficult to determine from the 


briefs and opinion which of the detailed 
instructions and provisions with regard 
to the prosecution of the agent’s work 
were contained in the contract alone, 
which in the manual, and which were 
given verbally by the officers of the com- 
pany. McDonaid had been working for 
the Prudential for about 19 months at 
the time the accident happened and it 
is clear that, however provided, such 
terms had been promulgated by the com- 
pany and accepted by McDonald. 


Extensive Territory Was 
Covered by Agent 


The territory assigned to Mr. McDon- 
ald was quite extensive, covering an area 
of more than 200 square miles. In the 
prosecution of his duties, it was neces- 
sary that he see people in various parts 
of this area but no particular means of 
transportation was mentioned in the 
contract. On Saturday morning there 
were regular agency meetings at Oak- 
land, and at the time of the accident Mc- 
Donald was on his way from home to 
the Oakland office to attend one of 
such meetings. 

The accident occurred at a street in- 
tersection within McDonald’s territory 
and, in its opinion, the court mentions 
that he had a policyholder on each 
corner of each block there, and that at 
the time of the accident he had with him 
a_ satchel containing policies aggregating 
about $40,000 of insurance. The relev- 


ancy of these recitals in the epinion is 
questionable, as it did not appear that 
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McDonald was on his way to deliver 
these policies or that he had made or 
intended to make any stops with refer- 
ence to policyholders in the vicinity. 

The agent owned the automobile 
which he was alleged to have negligently 
driven against the plaintiff, and there 
Was no evidence that the company had 
authorized or consented to the use of 
such machine in the prosecution of its 
business or that it even had official 
knowledge of such use. 


Held the Agent Was Not 
Independent Contractor 


The point most vigorously urged by 
the defendant and apparently most se- 
riously considered by the court was 
whether McDonald was an independent 
contractor or whether the relation of 
master and servant existed between him 
and the company. It has held that Mc- 
Donald was not an independent con- 
tractor, the court apparently giving de- 
termining weight to the following ele- 
ments: First, his contract reserved to 


duties, but it appeared that he was paid 
a fixed salary plus commissions, was to 
supervise certain agencies and devote his 
entire time to the business. In the par- 
ticular district, there was no one in 
authority above him. 


Actual Authority for 
Libel Is Not Necessary 


It was held to be a jury question as 
to whether or not the particular act was 
within the “scope” of Fitzpatrick’s em- 
ployment. The court said: “He had no 
actual authority, express or implied, to 
write libels or to do anything legally 
wrong; but it is not necessary that he 
shoyld have had any such authority to 
render the company liable for his acts.” 

It was further said, “‘Although the 
particular act which gives the cause of 
action may not be authorized, still if 
the act is done in the course of employ- 
ment which is authorized, then the mas- 
ter is liable for the act of his servant.’ ” 

The court then declined to hold, as 
a matter of law, that the jury was un- 
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Arthur §, Lytton, assistant general counsel for the Security Life of 
ensive analysis of the cituation regarding the 
the torts of its agent, showing this to be an 
grow in importance in the future. Mr. 
Lytton cited particularly the famous Dillon case in which the Prudential 
was held liable for the act of one of its agents in an automobile accident 
while on the way to the office. He said, however, that this case was not a 


first one in which an insurance company had been so held for the acts of 
its agent. A number of cases were cited by Mr. Dillon of agents, not in 
whose acts their companies had been held re- | 
sponsible, even though with weaker cases than that of the Prudential case. | 
Reference was also made to the liabilities of a company in the matter of | 
libel, slander, fraud or other irregularities on the part of its agents, Mr. | 
Lytton pointing out that there was a very great potential liability in this | 
connection for the companies and one that should be closely watched. 
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the employer the right to prescribe de- 
tailed regulations and instructions as 
to his work; second, his contract of em- 
ployment required that he give his en- 
tire time between specified hours to car- 
rying out the business of the company; 
third, he was paid a weekly salary, and 
fourth, he could have been discharged by 
the company at any time. Of these, the 
right of regulation and control is un- 
questionably of first importance. 

The court quotes with approval from 
Pearson vs. Potter Company, 10 Cal. 
App. 245, 101 Pac. 681, as follows: “The 
relation of master and servant exists 
whenever the employer retains the right 
to direct the manner in which the busi- 
ness shall be done, as well as the result 
to be accomplished; or, in other words, 
not only what shall be done, but how it 
shall be done.” 


Doctrine Is Applied 
to Libel Cases 


The doctrine of respondeat superior has 
been applied as against insurance companies 
in a number of libel cases. Possibly the 
best known is the English case of Citi- 
zens Life Assurance vs. Brown, decided 
in 1904, appeal cases, 423. The opinion 
was written by Lord Lindley for the 
Privy Council. Brown left the employ 
of defendant and entered the service of 
a rival company and, in the course of 
which latter employer, made derogatory 
statements concerning the defendant to 
various of its policyholders. The latter 
made inquiries of one Fitzpatrick, de- 
fendant’s superintendent of agencies in 
the particular territory, and he sent out 
a circular letter containing defamatory 
statements about Brown. There was 
some evidence of express malice on the 
part of Fitzpatrick. 

The written contract with Fitzpatrick 
was not very precise in defining his 


warranted by the evidence in its finding 
against the company. 


Company Liable for 
Slander by Agents 


It is said in a note in 13 A. L. R, 
page 1142, that authorities agree that an 
insurance company is liable for a slander 
spoken or a libel published by its agent, 
if the act complained of was expressly 
authorized, or was within the scope of 
his authority and in furtherance of the 
company’s business. The accuracy of 
this statement is open to serious ques- 
tion. Without passing on the merits of 
the distinction, we note that many au- 
thorities do not observe the same tests 
in applying the doctrine of respondeat 
superior with respect to libel, as they do 
concerning slander. Such authorities 
class libel with other torts, but decline 
to hold the principal for the slander of 
the agent unless it appears that the 
words used were expressly authorized 
or ratified by the principal. 

Fraud is another tort whereby insur- 
ance agents have caused grief ‘to fall 
upon their companies. Such wrong by 
the agent may (1) affect the liability of 
the company to a policyholder under the 
contract of insurance, or (2) render the 
company liable in a tort action by third 
persons with whom he has dealings on 
behalf of his principal, particularly pol- 
icyholders or applicants for policies, in- 
dependent of any contract relation with 
such persons. 

Stipulation in Application 

Will Not Relieve 

The writer has grave doubt that a 
stipulation in the application would re- 
lieve the company in these instances, 
whether the fault, if any, be that of the 
agent or of the home office. The courts 
have been careful to predicate this liabil- 


ity solely upon a tort basis, eliminating 
the contract feature entirely. If, as these 
decisions necessarily seem to indicate, 
the courts are willing to hold that there 
is a duty imposed by law, then a stipu- 
lation against liability for a _ breach 
thereof, can have no more effect than 
similar attempts with respect to other 
torts. 

There have been a few other isolated 
instances wherein the liability of an in- 
surance company for the torts of its 
agents has been considered, but they 
add little to the subject. However, the 
application of the rule of respondeat 
superior in fields other than insurance 
has equal force in the latter. 


Singer Case Is 
Basic Precedent 


Singer Mfg. Company vs. Rahn, de- 
cided by the United States Supreme 
Court in 1889, is undonbtedly the lead- 
ing case on the subject in this country. 
The terms of the contract of employ- 
ment were not unlike those of the ordi- 
rary insurance agency contract, and the 
decision is therefore valuable in this 
discussion. This action was against the 
Singer Company for personal injuries in- 
flicted upon plaintiff by a horse and 
wagon driven by Corbett, alleged serv- 
ant of defendant, and while engaded in 
its business. The defense was that Cor- 
bett was not a servant of defendant, that 
he was not engaged in its business at 
the time of the accident, and that he 
was engaged in selling machines on com- 
mission and not otherwise. 


Also Had Comprehensive 
Contract in That Case 


The terms of the written contract, 
Corbett agreed, (1) to give his exclusive 
time to the business, (2) to pay all of 
his expenses with regard to same, (3) 
to furnish the horses and harness, to be 
used exclusively in said busines, and 
(4) to employ himself under the direc- 
tion of the company and under such 
rules and regulations as it might pre- 
scribe. The company agreed, (1) to pay 
Corbett a specified percentage commis- 
sion for each machine sold, and another 
for all amounts collected by him, and 
(2) to furnish the wagon for his canvass- 
ing, etc. The contract was terminable 
by the company at any time, and by Cor- 
bett upon ten days’ notice. 

Defendant company requested an in- 
struction that the contract made Corbett 
an independent contractor, for whose 
negligence the company was not liable. 
This was declined, the court instructing 
the jury that by the contract the relatior 
of master and servant was established. 


Established Relationship 
of Servant and Master 


The.court discusses other features of 
the contract, but attributes greatest and 
controlling significance to the provisions 
for the solicitor’s exclusive time and 
energies, and the company’s reservations 
of control through the right to prescribe 
rules and instructions. It was said that 
the question in the case turned on the 
provisions of the contract, and that the 
lower court was right in holding “that 
Corbett was the defendant’ s servant, for 
whose negligence in the course of his 
employment the defendant was rspon- 
sible to the plaintiff.” 

For those of us who have not fully 
considered the grave possibilities of 
danger due to the negligence of our 
agents, it would be well to ponder this 
decision. It may be regarded with 
greater apprehension than the Dillon 
case. From the employer’s standpoint, 
the facts are more favorable than in the 
latter, yet it is an established precedent 
from the highest authority in the land. 

Louis vs. Nat’l Cash Register Com- 
pany was decided by the supreme court 
of New Jersey in 1913, and is another 
leading case on this subject. Plaintiff 
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was injured by an automobile owned and 
driven by a salesman of defendant com- 
sany and while being used in the course 
«i his employment. The contract of hire 
was very similar to that in the Rahn 
case and was so declared by the court. 
The law announced in the Rahn case 
was adopted as wholly applicable to the 
facts here and the company held liable 
accordingly. 

It was urged by the defendant that 
the use of an automobile was unauthor- 
ized by the contract of hire. In reply 
the court said that it was quite apparent 
from the contract that the salesman was 
to use some means of conveyance to el- 
fectually prosecute the defendant’s busi- 
ness—to carry cash registers—to trans- 
port customers and prospects, to inspect 
registers, “and the fact that it (the auto- 
mobile) was provided at the expense of 
the agent did not make it any less neces- 
sary in the carrying on of the business.” 


Use of Automobile Is 
Impliedly Authorized 


This case is cited in the Dillon opin- 
jon as authority that “the use of some 
means of conveyance was impliedly au- 
thorized, and that the selection of an 
automobile for this purpose was reason- 
able.” 

It is observed that the California court 
did not deem it necessary to distinguish 
the Cash Register case on the ground 
that some means of conveyance of heavy 
registers might well be anticipated, al- 
though this distinction was urged by 
counsel for the Prudential, and was 
recognized by one of the justices upon 
argument. As a matter of fact, such 
distinction would not appear to be con- 
trolling. Practically speaking, a reason- 
able means of conveyance is nearly as 
much to be anticipated for the purpose 
of canvassing a large territory as it is 
to carry samples of bulky machines. 
This is peculiarly true in the present era 
of automobile transportation. With 
bricklayers going to work in Packards, 
even an insurance agent might be sus- 
pected of a “flivver.” 


Dillon Case Based 
on Old Decision 


From a consideration of the authori- 
ties foregoing, it must be manifest that 
the Dillon case announces no new prin- 
ciples of law, nor does it even strain the 
old ones. In fact, the basis of compen- 
sation, the right of the company to ter- 
minate the employment, and, above all, 
the right of close control retained by 
the company, intrench this case more 
firmly within the doctrine of respondent 
superior than many other cases which 
have been held within it, and, far more 
than should be the case of the average 
insurance agency contract. When one 
considers the Singer and Louis cases, 
he is inclined to the belief that insurance 
companies have been more fortunate 
than otherwise. 

In modern times, the tendency to- 
ward corporate organization in all fields 
ot business, and the fact that a corpora- 
tion may function only by means of 
agents, whether officers or otherwise, 
have undoubtedly influenced the courts 
in the application of this doctrine. To 
the writer, the conclusion seems inevi- 
table that we have not yet seen the 
“peak,” but may expect a still greater 
extension of the theory of respondent 
superior in the future. 


PROGRESS OF TWENTY YEARS 
IS REVIEWED BY BLACKBURN 
(CONTINUED FROM PAGE 7) 
Miller Hamilton of Illinois. They were 
thereupon elected, and with the presi- 
and secretary and treasurer as ex- 
» members, constituted the first 

ive committee. 
committee on agents and 
which brought into being the 
bureau which has proved so 
valuable to our membership, was Messrs. 
Wagner, Woods, Melson, Lindly and 
P rter. Drs. J. T. J. Battle of Greens- 
boro, N. C.; J. W. Johnson of Chatta- 
nooga and M. M. Lairy of LaFayette, 
Ind., were named members of the com- 
mittee on medical examinations. 

©o came into the history of life in- 












AMERICAN LIFE CONVENTION NUMBER 


surance the American Life Convention, 
and your humble servant. The organi- 
zation had no money, no members, no 
abiding place and no past record. It 
was a naked baby without so much as 
swaddling clothes or a “G” string. As- 
surance was not wanting, however. The 
announcement was the birth and the 
accoucheurs assumed responsibility for 
its bringing up. 


Headquarters Were 
Established at Omaha 


The president and executive commit- 
tee \separated and the secretary and 
treasurer went to Omaha. There he 
established headquarters in his law of- 
fice and proceeded to invite the western 
and southern companies to send him 
$10 for membership and $10 for annual 
dues. By the time the annual meeting 
convened in Chattanooga he had gath- 
ered in $640 and had expended, or was 
obligated to pay, $549.15. The Ameri- 
can Life Convention, therefore, begar 
its second year with a balance in the 
treasury of $90.15, all of which was 
needed to meet the expenses of the an- 
nual meeting. The treasurer’s report 
called attention to the fact that the 
dues from the 34 members would be 
$340, out of which the expenses of the 


year must be met. The Convention in- 
creased the annual dues to $25. For 
that reason one company withdrew. 

The Chattanooga meeting was _ the 
first occasion when the secretary of the 
Convention appeared with a report and a 
speech, and he ventures now, 20 years, 
Jacking one month, later, to repeat 
what he said Sept. 29, 1906, at the 
last session of the first annual meeting: 

“The field opening out to the members 
of this organization is broad and _ in- 
viting. The influence of this Conven- 
tion should be national and its member- 
ship should be extended. The people 
are alive as never before to the value 
and importance of life insurance, and 
their confidence in the system has not 
been impaired by attacks of demagogues, 
disclosures of misconduct or drastic leg- 
islation. What they seek now is honestly 
conducted companies and the members 
of this Convention have a common in- 
terest in creating and correcting pub- 
lic sentiment which can best be accom- 
plished by wnited action through this 
organization. 


No Like Organization 
Then in Existence 


“There is no like organization in this 
country. 


The National Life Underwrit- 


7 


~? 


ers’ Association is an agents’ compact 
It is devoted to the welfare of the held 
forces of the insurance companies. Nat 
urally the interests of the companies 
and of the policyholders are incidental 
merely to the interests of the general 
agents and solicitors. It is a powerful 
association and can and doubtless does 
do a vast deal of important work in the 
life insurance field. But its aims and 
purposes are distinct from those of the 
American Life Convention. 


Pioneer in Field. but 
Equal to Opportunities 


“I feel that it is worth something to 
this embryo organization to know that 
it is a pioneer in its chosen field and 
to feel that it is equal to its oppor- 
tunities,” 

And at this time your secretary, 
treasurer and counsel comes to the close 
of his last official address. Perhaps it 
is unnecessary to remark that he ap- 
preciates deeply the affectionate regard 
in which he has been held by the mem- 
bership all these years. He cherishes 
the friendships he has formed and hopes 
he may live to sit in the Convention 
many years and that he may mect and 
greet you personally at annual mecet- 
ings. 
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entirely to the State of Michigan. 


widely flung field. 


Not only does the Grange Life know Michigan well, but the 
people of that state know the company equally well. The 
Grange Life is known for its service—its reputation is 


without blemish. 


Michigan is one of the last frontiers—here is to be found 
real solid development, honest employment and comfortable 


living. 


in this state you owe yourself a better acquaintanceship 


with the Grange Life. 


Grange Life Insurance Co. 


LANSING, MI 


FOOTNOTE TT 


MiucHIGANS 


y OU are thinking of as a field for selling life insurance— 
then before you affiliate with any organization write 
the Grange Life—Michigan’s specialist company. 


The Grange Life has, since its organization, devoted its efforts 
It knows this territory 
thoroughly, understands the problems peculiar to it and main- 
tains a friendly personal contact with its agents and policy- 
holders that would be impossible of attainment in a more 


If you are contemplating a life insurance connection 
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Use of Checks in Premium Payment 


By JOHN M. ATKINSON 


General Counsel, International Life 


insurance companies is done largely 

by checks—in fact, the business of 
the world is done largely by checks. 
The nature of insurance as a business 
and the forfeiture clauses of life insur- 
ance policies make it necessary that life 
insurance companies stay carefully 
within the law regulating the acceptance 
of checks in payment of premiums on 
life insurance policies. We find there is 
a considerable body of case law on this 
subject, and, as usually found where 
there are many decisions on a subject, 
it is somewhat difficult to formulate a 
general rule applicable to all cases. 


T ine collection of premiums by life 


Acceptance of Check 
Varies With Practice 


The general rule with regard to payment 
of a debt by check is stated, with citation 
of authorities, in 30 Cyc, page 1207, as 
follows: “The acceptance by the cred- 
itor of a check, without regard to 
whether it is the check of the debtor, or 
of a third person does not constitute 
payment, unless it is agreed that it is 
to be taken as absolute payment. This 
rule applies to a check for a contem- 
poraneous debt as well as for one given 
in payment of a pre-existing debt, but 
where the check is in fact paid the 
debt is extinguished.” The question in 
most cases seems to hinge on the intent 
of the parties, that is whether or not 
it was accepted in absolute payment or 
accepted conditionally. 

In 21 R. C. L., page 60, Section 59, 
it is stated that with the exception of a 
few jurisdictions, the authorities are 
unanimous in supporting the rule that the 
giving of a bank check by a debtor for 
the amount of his indebtedness to the 
payee is not, in the absence of an ex- 
pressed or implied agreement to that 
effect, a payment or discharge of the 
debt, the presumption being that the 
check is accepted on condition that it 
shall be paid, and the debt is not dis- 
charged until the check is paid, or the 
check is accepted at the bank at which 
it is made payable. This rule applies as 
shown by Sec. 61, to the check of a third 
person as well as to the check of the 


debtor. 


Insurance Cases Differ 
Somewhat From Rules 


In general, it may be said that in in- 
surance cases the rules above laid down 
are not expressly repudiated, but there 
is a tendency to regard as sufficient very 
slight evidence of an intention that the 
check shall be taken as payment of the 
premium. As stated in L. R. A. 1916 A, 
page 675, it is held that a check may 
operate as a payment when the insured 
is directed by the insurer or one of its 
agents having authority to give such in- 
structions to remit his premiums in this 
manner. In 40 A. L. R. at page 419 it 
is said that it seems a check may oper- 
ate as a payment which will prevent a 
forfeiture, where the insured is directed 
by the insurer, or by one of its agents 
having authority to give such instruc- 
tions, to remit his premiums in that 
manner. Several illustrative cases are 
shown. 

The case of National Life vs. Goble, 
51 Neb. 5, 70 N. W. 503, appears not 
to be in harmony with these rules laid 
down in L. R. A. 1916 A, supra, and in 
40 A. L. R. supra. In that case the 
premiums had been paid to keep the pol- 
icy in force until July 8, 1891. In June 
prior thereto the agent of the company 
wrote the assured calling his attention 
to the premium that would be due on 
July 1, 1891, and asked him to remit 
by bank draft, registered letter, express 
or pert office money order to M. L. 
Roder & Brother, Omaha, Neb. On the 
26th of the month the assured purchased 
a draft of the Red Cloud National. Bank, 
payable as requested, and forwarded it 
to the company. It was received on 


June 27 and deposited in an Omaha bank 
and by that bank forwarded to a New 
York bank by which it was presented 
to the Chase National Bank on which 
it was drawn. Payment was refused, the 
Red Cloud National Bank having failed 
on June 28. The court held that the 
premium was not paid and that the acts 
of the assured “placed the transaction 
and his rights thereunder within the rule 
that it was not a payment of the pre- 
mium until the draft was received, pre- 
sented and honored,” and that, the pre- 
mium not having been paid, the verdict 
of the jury giving damages for the can- 
cellation of the policy was not sustained 
by the evidence and should therefore be 
reversed. 


Usual Practice Puts 
Responsibility on Company 


The Nebraska case does not appear to 
be sustained by the insurance cases gen- 
erally. It is criticized and disapproved 
in Mutual Life vs. Chattanooga Savings 
Bank, supra, where the court referring 
to the Nebraska case said: “This de- 
cision, it seems to us, cannot be given 


the insurer of its intention not to con- 
tinue the custom is given. 

Cases supporting and illustrating this 
rule are collected, with a statement of 
the pertinent facts in each, in L. R. A. 
1916 A, page 676, and 40 A. L. R., page 
420. The effect of custom in receiving 
payment by check sent by mail is far- 
reaching according to some of the cases. 
In Travelers vs. Brown, 138 Ala. 526, 
35 So. 463, it was held that where prior 
payments had been paid-by checks to 
insurer’s agents through the mail the 
insured had the right to believe that con- 
forming to this custom would be effec- 
tual to protect him against a forfeiture 
and that the insurer could not claim a 
forfeiture where the insured had sent a 
check in ample time to have reached the 
agents, although it was not received; it 
appearing that as soon as the insured 
learned of the fact he sent draft for the 
amount of the premium. In Kenyon 
vs. Knights Templar & M. Mutual Aid 
Assn., 122 N. Y. 247, 25 N. E. 299, it 
was held that the jury was warranted in 
finding that there had been no forfeiture 
where there was evidence that the in- 














John M. Atkinson, general counsel for the International Life of St. 
Louis, in his address before the legal section summed up the legal phases 
of the acceptance of checks in the payment of life insurance premiums. Mr. 
Atkinson pointed out that there is a wide variance of court precedent on 
this question and it is a problem against which the companies should care- 
fully guard themselves and one which may cause considerable controversy 
unless carefully watched. He pointed out that the chief item of distinction 
as to the waiver or non-waiver of conditions or forfeiture or non-forfeiture 
is the question of whether the check was received as absolute acceptance or 
conditional acceptance of the premium. This item should be carefully 
watched in every phase of company practice. 

















great weight as authority for the rea- 
son that the court evidently fell into 
error in treating this annual premium as 
a debt, and applying thereto the rule 
governing the payment of debts by check 
or draft. Clearly the annual premium 
due upon a policy of insurance is not a 
debt. It is not an obligation upon which 
the insurance company could maintain 
an action against the insured, and if it 
is not such an obligation, it is clearly 
not a debt. On the dishonor of the 
draft sent in payment of the premium, 
there could be no recovery ‘upon the 
original indebtedness’ as the rule pro- 
vides, for the reason that there is no 
original debt. The contract embodied in 
the policy stipulates that if the assured 
pays the amount of the premium on the 
date named, or within 30 days of grace 
allowed under the contract, then the con- 
tract of insurance is continued for an 
additional year, and if the premium is 
not paid, ‘this policy becomes null and 
void.’ The contract evidenced by the 
policy is not an assurance for a single 
year, with the privilege of renewal from 
year to year by paying the additional 
premium, but is a contract of insurance 
for life, subject to discontinuance and 
forfeiture for non-payment of any of the 
stipulated premiums. The payment of 
the annual premiums after the first is 
a condition subsequent, which must be 
performed by the assured and a failure 
to perform forfeits the contract; but the 
annual premium is not a debt of the 
insured’s, and its settlement is not gov- 
erned by the strict rule controlling in 
the payment of debts.” 


Effect of Custom of 
Receiving Check 


Where a custom has been established 
between the insured and the insurer, 
under which the latter has accepted the 
payment of premiums by check, the cus- 
tom usually renders the payment by 
check valid, unless previous notice by 


sured mailed a check drawn on a bank 
where he lived to the insurer’s secre- 
tary in sufficient time for it to reach its 
destination before the expiration of the 
time allowed for payment of an assess- 
ment; that it did not, however, reach 
the insurer within that time; that for a 
period of more than a year the insured, 
who resided at a distance from the in- 
surer’s home office, had mailed his 
checks in payment of assessments, and 
that these had been received by the in- 
surer without objection, it being held 
that the conclusion was warranted that 
by the course of dealing the insured 
might in good faith have been led to be- 
lieve that the requirements of the in- 
surer were satisfied by mailing his check 
in the customary manner. 


Receipt of Check as 
Waiver of Default 


A default in the payment of a pre- 
mium may be waived by the acceptance 
of a check in payment therefore by the 
insurer or its authorized agent. 

Cases supporting this proposition, 
with a statement of the pertinent facts 
in each case, are collected in L. R. A. 
1916 A, page 677, and in 40 A. L. R., 
page 421. In Piedmont & A. L. vs. 
Ray, 50 Tex. 511, it was held that al- 
though the insurer forbade its agents 
accepting drafts in payment of pre- 
miums, the want of authority of the 
agent to receive payment in this way 
might be waived, and such payment 
acquiesced in by the insurer, and there 
was held to be evidence in the case 
tending to prove that a draft had been 
accepted as a payment of a premium. 

In Continental vs. Hargrove, 131 Ky. 
837, 116 S. W. 256, it was held that 
mailing a check is not payment of .an 
obligation where the stipulation is that 
payment shall be at the place where 
the letter containing the check is ad- 
dressed to, but that the check must be 
received to constitute payment in any 


event, and that where liability on a 
policy is suspended during default jp 
payment of a premium note, a check 
sent in payment of the premium muy 
be received before the occurrence of a 
fire, otherwise there would not be 3 
contract in existence upon which it was 
due to be paid. 

In Kansas City Life vs. Elmore (Tex 
Civ. App.) 226 S. W. 709, it was said 
that a check is not ordinarily a payment 
unless accepted as payment within the 
time and under the terms of the policy 
and if a check is received after the ex. 
piration of the day of grace, the policy jg 
forfeited for non-payment of premium 
unless the insurance company waives the 
forfeiture by accepting the premium as 
tendered. 


Effect of Giving 
Worthless Check 


The general rule appears to be that 
the mere receipt of a check will not pre. 
vent a forfeiture of a policy for non- 
payment of premium, but if a check is 
accepted as payment of the premium, 
even though it turns out to be worth- 
less, there is payment which will pre- 
vent a forfeiture. The crux of the situa- 
tion appears to be the question of 
acceptance. 

In Greenwich vs. Oregon Improve- 
ment Company, 76 Hun. 194, 27 N. Y. 
Supp. 794, affirmed in 148 N. Y. 758, 
N. E. 987, where the question was 
whether an insurer’s premium had been 
paid by a check taken by the insurer 
from a broker where were no funds to 
meet it at the time it was given or sub- 
sequently, it was stated that in the ab- 
sence of an agreement to take a check 
in absolute satisfaction of a debt, the 
intendment of the law is that it is a 
conditional payment only; namely, that 
if the check is paid, the debt will be 
discharged, otherwise not. In_ this 
case the insurance had been taken out 
through brokers. 


Refused to Allow 
Question to Go to Jury 


It was held to be no error to refuse 
to allow the question to go to the jury 
as to whether the insurer accepted a 
check of the broker as payment of the 
premiums of the insured, where there 
was evidence that a post-dated check 
was given by the brokers to the insurer, 
which knew that the brokers were in 
financial difficulties, under an agreement 
to hold it for several days, and that a 
receipt was given therefor, but there 
was no evidence that it was agreed that 
the check should be taken in absolute 
satisfaction of the debt, and it appeared 
that there were never any funds to 
meet it. 


Insufficient Funds Not 
Always Effective Defense 


The fact that there are not sufficient 
funds in the bank upon which a check 
is given to cover the amount, however, 
has been held in numerous cases, not 
to prevent its operating as a payment 
of premiums, especially where the in- 
surer or its agent has so dealt with it 
as to indicate an intention to receive 
it as payment. 40 A. L. R. 679. 

In Veal vs. Security Mutual Life, 
6 Ga. App. 721, 65 S. E. 714, the policy 
provided that it should be void if any 
premium was not paid when due, but 
contained no provision making the fail- 
ure of the insured to pay any note or 
check taken in lieu of cash a ground 
of forfeiture, and where the insured sent 
a check bearing interest in payment of 
a premium within the period of grace 
allowed, and the insurer sent a premium 
receipt, but the check was protested 
because of lack of funds, but was re- 
tained by the insurer and a demand for 
payment made after the days of grace 
had expired, and was still in its posses- 
sion at the time of the insured’s death, 
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it was held that liability could not be 
avoided on the ground of failure to pay 
the premium when due. 


Considerable Conflict 
in Legal Precedent 


It is seen from the foregoing cases 
that there is considerable conflict in the 


gecisions as to the effect of custom in | 
receiving a check as payment, as to the | 


receipt of a check as waiver of default, 
and as to the effect of giving a worth- 
less check. 

In some cases the fact is noted that 
the insurer issued its receipt for the 


premium, that fact being taken as evi- | 


dence that the check was received as 
absolute payment. 


The result of investigation convinces | 


one that great care should be exercised 


by insurers in receiving checks for pre- | 


miums to make it clear that the check 
is received, not in payment of the pre- 
mium, but conditionally and for collec- 
tion only and that the receipt is to op- 
erate as such only in case the check is 
paid when presented. 

It would also appear wise to guard 
against the effect of custom in receiv- 
ing checks in payment of premiums by 
making it clear as each premium is paid 
that the conditional acceptance of the 
check is not to be taken as a precedent 
or as a waiver of cash payments in the 
future. Under some of the decisions it 
is dificult to guard insurers on these 
points. 


Summary of Practice 
as shown in Courts 


The following conclusions seem to the 
writer to be fairly justified by the cases 
considered: 

1. A check received in payment of a 
premium will be taken as absolute or 
conditional payment depending upon the 
intention of the parties. In general, 
slight evidence of the intention of the 
insurer to accept it as absolute payment 
is sufficient. 

2. If the custom has been established 


of making payments by check the in- 
surer will be bound by the custom 
though the policy provides that payment 
shall be in cash. 

3. Where a check accepted condition- 


ally in payment of a premium is not paid | 


|} on presentation, prompt action is re- 
| quired by the insurer in repudiating and 
returning the check and demanding pay- 
ment of the premium (not payment of 
the check), in order to prevent a waiver 
| of forfeiture for non-payment of pre- 
mium. 

4. Where a check accepted condition- 
ally in payment of a premium is not 
paid when presented, the insurer has the 
| choice of repudiating the payment and 
declaring a forfeiture (if forfeiture is 
the result of non-payment) or of taking 
the check as payment of the premium 
|}and enforcing payment of a _ check 
against the maker and endorsers. 


|Special Entertainment 


Provided for Ladies 


The Detroit companies provided 
splendid entertainment for the visiting 
ladies. The wives of officials of the 
local companies acted as hosts. The 
|women were taken to a_ matinee 
| Wednesday to see “Gentlemen Prefer 
| Blonds.” On Thursday, the ladies were 
| taken on an automobile ride, ending at 
|the Lochmoor County Club for lunch 
| and bridge party. This year the ladies 
| were invited to golfers’ dinner, 
| Tuesday night. 


the 


| Henry F. Tyrrell, legislative counsel 
of the Northwestern Mutual and leader 
of the third house of the convention, at- 
tended all sessions of the Legal Section 
and the American Life Convention 
faithfully. 


H. R. Gordon, of Chicago, executive 
secretary of the Health & Accident 
Underwriters Conference, registered at 
the meeting. 








Wide Rises 66 P itililine in 
Liability for Torts of Agents 








BY ALLAN E. BROSMITH 


R. LYTTON has read a splendid | bution by the owner of the slave became 


dissertation on a recent pronounce- 
ment, of the Supreme Court of Cali- 
fornia in the suit instituted by Dillon 
vs. the Prudential Insurance Company 
et al. His discussion has to do mostly 
with the familiar principle of “respon- 
deat superior” and its application to the 
facts presented in the Dillon case. It 
may be of momentary interest to in- 
quire into the origin of the 
of law with which we are concerned, 
namely, “respondeat superior,” because 
its origin is rather curious, 


Origin of Principle 
of “Respondeat Superior” 


|} Oliver Wendell Holmes, Jr., a justice 
! of the supreme court, in his work, “The 
|Common Law,” tells us that it is com- 
monly known that the early forms of 
legal procedure were grounded in ven- 
geance, and it is rather obvious that 
the liability of a master for his servant 
or the principal for his agent had its 
root in the passion for revenge. During 
the supremacy of Greece, in the early 
period of the Roman Empire, likewise 
among the ancient Hebrews it was the 
law that “if an ox gore a man or a 
woman that they die then the ox shall 
be surely stoned and his flesh shall not 
be eaten but the owner of the ox shall 
be quit.” If a slave wounded a man 
he was to be given up to the injured 


man should die then the slave became 
the property of the deceased’s family 
surrender him he was bound to make 
good the loss. 

Gradually the custom of making retri- 





and if the owner of the slave failed to | 


principle | 


quite universal, and I take it that it is 
from this custom that the principle of 
law with which we are concerned had 
its origin. The lawyers, however, of 
early Rome knew it as “noxae deditio.” 
The surrender of personal chattels which 
were the cause of immediate death of a 
rational creature found its way into the 
early laws of England and these chat- 
tels were forfeited to the Crown to be 
applied to pious uses and the system or 
principle of law was known then as the 
deodand. 

Principles of law are founded more 
frequently upon experience than logic. 
The complexities of present-day busi- 
ness and the diversity of modern enter- 
prises make it impractical for an indi- 
vidual to conduct his affairs without 
assistance—hence the necessity for 
agents or servants. It well-estab- 
lished maxim of law that what a man 
does through another he does through 
himself; likewise, that a man cannot 
profit by his own wrong. 


is a 


Hazard Seen in 
Liability of Company 


A corporation is merely a legal en- 
tity and must conduct its affairs by and 
through its personnel. Obviously the 
tortious acts of many of the corpora- 
tion’s representatives resulting in dam- 


| age to the person, property or character 


party to use him as he pleased or if the | 


of others are committed in the course 
of the representative’s employment un- 
der circumstances which make the appli- 
cation of the doctrine of respondeat 
superior simple. In such instances why 
should not the corporation be compelled 
to respond in damages? The. business 
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A Letter of Recommendation 


To the Salesman of Life Insurance Estates 





A SUCCESSFUL RECORD is the finest recommendation a business organization or an individual can have. 
We mean “successful” in the very best sense of the term. Not only a successful financial record, but also a reputa- 


tion for fair dealing with everyone. 


WE INVITE an investigation as to our past and present, as to our fair dealing with both agent and policyholder. 
If then, you are of the same type, and interested in an agency connection in one of the following states, write us. 


Pennsylvania 


Ohio 
Illinois 


A FULL AND COMPLETE LINE OF LOW COST-LIBERAL VALUE POLICIES OFFERED 
CLOSE HOME OFFICE CO-OPERATION—NUMEROUS SALES HELPS 


Missouri 
Kansas 


Oklahoma 


Arizona 


Arkansas 


New Mexico 


Texas 


The BANK SAVINGS LIFE 


INSURANCE COMPANY 


TOPEKA, 


KANSAS 


Since 1908 


E. H. LUPTON, JR., President 











GEO. L. GROGAN, Manager of Agencies 
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whether it be thé not always easily made. In the deter- his duties, causes a harm to another is it Life Presidents Body 


sale of insurance protection, sewing ma- mination of claims for workmen’s com- material as far as the employer's re- 


chines or cash registers, is immaterial; pensation many perplexing cases arise sponsibility is concerned, whether the Was Ably Represented 


likewise the compensation of the indi- as to whether the claimant is an ¢m- jnstrumentality used by the agent shall 
the tortious act, ployer or an independent contractor and be ae gutemobile, on umbrella, a 
whether salary or commission is not the the decisions of the courts in these mat- 
controlling factor, nor will the mainte- ters are hard to reconcile, even in the 
[ office, office staff same jurisdictions. Yet could not the 
and an automobile at the expense of the company be responsible for the tort of Not be 
repre sentative committing the tortious a general agent although concededly he ; 
act in itself exonerate the principal for would come under the legal category of sonal assault committed by some repre- 


vidual committing 


nance ol a separate 


There were three executives present 
, . > ; . Officially representing the Association oj 
clinched fist or his tongue employed in Jj ife [surance Presidents, President 
the utterance of a slander? And can it fFthelbert I. Low of the Home Life 
that a company could also be General Counsel Chandler Bullock oj 
made to respond in damages for a per- the State Mutual Life and President pD 
S. Dickenson of the Security Mutual 


the torts of the representative. an independent contractor? For in- sentative of the company? It’s possible Life of New York. Mr. Low was the 


Direction of Work 


Is Determining Factor 


stance, a general agent is instructed by that an altercation could arise be- spokesman. He said life insurance has 
his 1 Peat office to visit a policyholder tween a representative of the company become a necessity. The business has 
and perform a specific duty prescribef anq a policyholder, or an adjuster with reached an era of cooperation. Life ip- 


The ate ni fac there i ; ? " . PA >» maw rae) . 1 ) n ) 
he determining factor, where it is by the home office. On the way to visit some claimant, resulting in a fist battle. surance men help one another. Mr 


sought to hold a principal for the tort the insured the general agent runs over 
committed by an agent, whether he be a pedestrian. A physician and surgeon 
a real estate agent in general practice is directed to ex- 
merchandise, is the amine an applicant for insurance. The 
right to direct the manner in which the physician and surgeon, driving his own 


an insurance agent, 
or a salesman of 


: Low said the best possible cooperation 
“ertainiy 3 » can be liable for ae 
Certainly a company 3 is desirable for the benefit of policy- 


vr - srance of its repre- 
the slanderous utterance hs he Pn holders. He said the only rivalry should 
sentatives. Aetna Life a V8, Siow be one of service. Mr. Low particularly 
12 Federal 2nd 818. The number of - commended Mr. Manly’s paper, saying 


: , ; yan . - : 
business shall be done, how it shall be automobile to make the examination, stances in which an insurance Company the companies having been going too far 


done, as well as the results to be accom- causes an injury to a pedestrian. Is the 


might or might not be held liable for afeiq for the best interests of policy- 
the harm done by its employees, OF holders. 


plished. - ; ; _ company responsible? Fe # " to the C -* " , 
Mr. Lytton has referred in his paper A whatever classification, either to George T. Wight, manager of the 
to the diversity of contracts in vogue by Not Only Question property, person or oa of an- Presidents Association, was presented. 
the various companies with its agents. of Agents’ Torts other, is limited only by the powers He said that if he were to select a slo- 
The relationship of some of these The agent is not the only member of of your imagination. gan for the American Life Convention 
agents with their respective companies 4 company’s personnel who uses, eithet it would be “Tolerance.” It is needed, 
would present perplexing questions in frequently or infrequently, his own au- Danger of Increasing he said, in practical, day-to-day appli- 
attempting to determine the responsibil- ,omobile “upon the business of the com- Use of This Principle cation to problems arising. The mem- 
ity of the company for their torts, For pany. Auditors, adjustors, claim investi- Juries will almost invariably render 2 bers of the American Life Convention. 
he declared, have respect for the other 


instance, is the general agent so-called «. ted :  - manele balancer 
gators, district managers, field assistants, ct where the defendant is a 
an agent for whose tort the company, - larger verdict 


could be held liable, 


or is he himself a the larger companies visiting nurses use jf an individual of moderate means were 


man’s opinions. Tolerance, he asserted, 


agency supervisors and with some of s orporation than they would : - 
successful cor must go with cooperation. 


principal? cars, either of their own or of the com- the defendant. It is for this reason that — 
Many Perplexing Cases pany, in the conduct of the company’s trial counsel representing casualty com- American Service Report 
May Be Encountered business. Let us conceive, if you will, panies labor zealously to withhold from The committee on the American 


that the agent responsible for the harm the jury any knowledge that the de- Service Bureau stated that. based on 


y »fine is ati ™ , ) 2. P : . . } “ 4 
a ould the court define his relation done for which the Prudential had to fendant carries insurance. Consequently j¢, present earning schedule, it feels 
ship with the company as one who ex- respond in damages in the case under jg, it not to be expected that attorneys jt can liquidate its deficit by Nov. 1. 
ercises an independent employment and discussion, to-wit, Dillon vs. Prudential, henceforth, enlightened by the Dillon Jt js on a firm money-making basis. 


contracts to perform his duty according saw fit to walk to the meeting instead decision, will wherever possible make On Aug. 31 
to his own methods and without being of riding in his automobile. Imagine the insurance company the defendant, ing deficit of 





925, it showed an operat- 
$35,595. On July 1 the 





subject to control of his employer save further that it was a rainy day and that or a co-defendant, with the hope that deficit had hnen reduced to $11,131. It 
as to the results of his work—in other he negligently thrust his umbrella into a larger verdict will be the reward if has paid the interest on its American 
words, an independent contractor in the the eye of Mr. Dillon while passsing him the insurance company can be held? Life Convention notes and some ad- 
eyes of the law? If the former, the com- upon the sidewalk, instead of striking Insurance protection can be purchased yances. Its notes to the Convention 
pany must respond in damages for his him with his automobile when he was by the companies against the automo- and to individual companies amount to 


torts, committed in 


the course of his crossing the highway. Would the con- bile hazard. As to some of the others, $85,500. The inspection service fees 


employment. If the latter, the general clusion of the court have been the same? to which reference has been made to- amounted to $238,766 last year, and the 


agent alone ‘is liable. 


The distinction is If an agent, while in the discharge of day, insurance protection cannot be had. total expense was $217,790. 











You have heard of it! 
What is it ? 








HH OME OFFICE Co-operation! What does it REALLY mean? 

To the field men of The Franklin it means the best in the way of 

help and continued service that the Home Office can provide. Specific- 
ally, it means careful attention to all of their special cases— prompt 
issuance of policies—instructions regarding new procedures — sugges- 
tions regarding sales methods — help in formulating sales plans — service 
in the matter of sales letters, advertising copy, and publicity campaigns 


—advice on all problems which arise in connection with business or per- 
sonal matters—and also that intangible man-to-man interest which is not 


satished by ‘‘disposing” of a problem but seeks always for the solution. 
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Unwise Contesting of Claims 


Builds Up Adverse Decisions 


BY L. L. BOMBERGER 


General Counsel, Northern States Life 


into disfavor with the courts, largely, 

first, from the failure to observe the 
niceties of language in preparing the 
coniracts, and second, later when a con- 
troversy arises about them, insistance 
upon certain refinements of construc- 
tion, favorable to the company, of lan- 
which admits of more than one 


[inv disfavor contracts have fallen 


guage é 
opinion as to its true meaning. There 
is no reason why an insurance policy 
should not express exactly what is 
meant. There is every reason why con- 
tradictory clauses, ambiguous phrases, 
or words of doubtful meaning, should 


either be omitted or so stated and de- 
fined. 


Policies Should Clearly 
Express Their Meaning 


Is it unfair for courts to assume that 
insurance contracts express the meaning 
of the parties, and that if the writer of 
the contract had intended anything else 
than what is written, such different 
meaning would have been expressed by 
different language? This thought oc- 
curs in connection with a recent acci- 
dent policy case involving a claim where 
the insured had completely and_perma- 
nently lost the use of an arm. The pol- 
icy provided for indemnity in the event 
of the loss of a member. In defense of 
the claim, it was asserted that “loss” 
meant “amputation” and that notwith- 
standing the fact that the member was 
actually of no use whatever to the in- 
sured, he was entitled to no indemnity. 
Here is a case where, had they meant 
severance, they could have readily said 
“severance” or “amputation of a mem- 
ber.” The failure so to word the policy 
can be accounted for in two ways, either 
haste to get the printing press in opera- 
tion, which made careful consideration 
ot the phraseology impossible, or a res- 
ervation in the mind of one who appre- 
ciated the difference between “amputa- 
tion” and “loss” that they would sell 
the policy and take chances on a case 
such as arose. 


Analysis of Recent 
Cases Is Interesting 


Of the last 200 cases that have been 
reported in the Convention Bulletin, in- 
cluding June 30, 1926, 27 were decisions 
ot the several courts of the United 
States, including district courts; 173 
were decisions in the state courts. Of 
the 200, it is believed that 180 were cor- 
rectly decided; eight were classed as 
doubtful, and 12 as clearly erroneous. 

Of the cases classified as correctly de- 
cided, the company was successful in 
more than two-thirds of the cases in 
the federal courts, but what may be 
amazing to one who has not informed 
himself on the fact, is that the company 
prevailed in 84 cases in the state courts, 
while its opponent was successful in 
only 73. The eight cases classified as 
doubtful comprised two cases decided in 
the federal courts against the company 
and one in its favor; there are no 
doubtful decisions in favor of the com- 
pany in the state courts, but five against 
it. Of the decisions classified as clearly 
erroneous, the company was successful 
im one case in the United States district 
court, in one Case in a state court, and 
lost ten in the state courts. At least 
four of the appeals lost by the com- 
panies in the state courts were so obvi- 
ously Without merit as to raise a sus- 
Picion of bad faith. 

It is evident that the insurance bar, 
Particularly those charged with the re- 
sponsibility of passing upon claims, are 
+ ee closer to the current of judicial 
seals and showing a better discrim- 
om — dealing with claims than has 
mcr avvaiont in the past. It may be 

S is due in a great degree to a 


resignation to the inevitable. This con- 
tention is by no means conceded. The 
inevitable, if you please, is becoming 
less so. When 90 percent of all life and 
accident insurance decisions are con- 
ceded to be correct, 
of them decided against the companies, 
we should be prepared to give some 
credit to the courts for standing out 
against foolish and unwarranted conten- 
tions by insurance lawyers, and not as- 
sume the unbecoming attitude of yield- 
ing with more or less grace to a judicial 
raid upon our treasuries, 

A certain court in a recent decision 
considered a policy providing that if in- 
jury be inflicted by the insured, sane or 
insane, the measure of liability should 
be the return of the last premium paid. 
It appeared that the insured committed 
suicide while insane. In an action on 
the policy the company claimed that if 
the insured intended to kill himself and 


CONVENTION NUMBER 


and less than half 


knew that his act would probably pro- 
duce death, the injury was, therefore, 
not an accident. The court held that it 
is the absence of responsibility which 
makes self-destruction an accident, ap- 
plying the same test in an insurance 
case as in a homicide case, and then was 
prompted to make some uncomplimen- 
tary remarks with reference to the pro- 
vision that if the injury be inflicted by 
the assured, the last premium should be 
returned, saying: “It is so utte rly trivial 
as to be ample evidence of the fact that 
when the policy was written the com- 
pany knew that suicide while insane was 
no defense, and sought by this subter- 
fuge to escape a plain provision of the 
law on the theory that the so-called liq- 
uidation would furnish sufficient consid- 
eration to support the defense.” 


Change of Occupation 

Had No Bearing on Death 

Such remarks may be called forth by 
the class of cases illustrated by one 
where the insured was a clerk for a 
plumber and gave his occupation as 
such. Subsequently, he changed his oc- 
cupation to switchman. He was killed 
while pleasure riding in an automobile. 
Evidently, the company thought that a 
plumber’s clerk would not be subject 
to the perils of motoring to the extent 
that a switchman would be, so while 
the change of occupation had not the 
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slightest bearing on the cause of the 
accident, the claim was resisted on the 
ground that he was no longer a plumb- 
er’s clerk, but a switchman 

Another case involved reinstatement 
where the policy contained an anti-sui- 
cide clause for the first year was car- 
lapsed, and rein- 
stated. How could one expect a court 
to decide that reinstatement based on 
the payment of all lapsed premiums with 
interest and a certificate of good health, 
would not restore the continuity of the 
policy from the beginning, and how 
could it be urged with reason that a 
suicide clause effective and exhausted in 
the first year of the policy would again 
arise without express provision and be 
effective against the insured or his bene- 
ficiary within a year after the reinstate- 
ment? 

A policy was issued on an application 
stating that there was no other insur- 
ance in force. The claim on the policy 
was resisted on the ground that there 
was such insurance, and proof was made 
that a policy had been issued the pre- 
ceding year, but no proof that it was in 
force at the time the application for 
the second policy was made. It would 
have been a very simple and easy addi- 
tional step to prove this fact, but the 
company apparently overlooked it and, 
therefore, lost the case. 


ried several years, 























Oklahoma 


Texas 


Here in the 
Kansas, 


Missouri, 
Texas we have one of the choicest 
fields for life 
world. Because we have concen- 
trated on this section we know and ent we 
appreciate its needs and problems. 
This understanding plus the most 


states of Colorado, 
Oklahoma and 


insurance in the 


have an 


al Life Insu 








liberal policy forms consistent with 
sound life insurance, and an attrac- 
tive agency contract makes repre- 
sentation in the Midland Life de- 
sirable and profitable. 
unusually at- 
tractive general agency opening in 
the state of Colorado. 
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THE KANSAS LIFE 
INSURANCE CO. 


of TOPEKA, KANSAS 
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Aggressive Progressive 
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Our policies renew. Records prove that. 


Good territory open for the fellow who will bear 
close investigation. 


Valuable Home Office assistance rendered the 
agency. 


BEN S. PAULEN 
Treasurer 


J. H. EDWARDS 
President 
F. H. SCHOLLE 
Secretary & General Manager 














Inter - Mountain Life 


Insurance Company 
SALT LAKE CITY, UTAH 


J. O. CARTER 
President 














Life insurance in force over........ 
Accident insurance (Double Indem- 

nity) in force over.............. 15,000,000.00 
Total insurance in force..... sieadadiaa daall $35,000,000.00 


Interest and premium income this 
year estimated over... 








The policy of the Company is to keep 
one-half of the assets invested in Municipal 
Bonds, and the other one-half in First Mort- 
gages on real estate. 
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Uniformity of Insurance Laws 
Is Goal of Canadian Interests 


By R. LEIGHTON FOSTER 


Superintendent of Insurance of Ontario 


[FE insurance has expanded more 
L rapidly in Canada than elsewhere 

in the world except the United 
States. The net amount of life insurance 
in force in Canada at the end of 1925 
amounted to $4,514,064,736, more than 
one-third of which is represented by 
business in force in Ontario. This means 
that the insurance per capita to the en- 
tire population exceeds $550. I under- 
stand the comparable figure in the 
United States is $630. New underwrit- 
ings of life insurance in Canada are 
exceeding $2,500,000 for each working 
day of the year. 


British amd American 
Companies Carry Bulk 


The great bulk of Canadian life in- 
surance is carried by Canadian and 
American insurers. British companies 
carry $108,572,851 of the total. Amer- 
ican companies account for $1,377,464,- 
924, and American fraternal societies 
for $56,269,619, a total of $1,433,734,543. 
The balance of $2,971,757,342 is car- 
ried by purely Canadian insurers. Six- 
teen American companies are licensed 
in Canada, although only nine may be 
termed active. The Metropolitan had 
a total of $633,398,511 insurance in 
force in Canada at the end of 1925; 
Prudential, $310,216,418; New York 
Life, $151,342,843; Travelers, $102,445,- 
021; Aetna $70,673,748 and Mutual Life 
of New York, $65,411,062. 


Need for Uniformity 
Is a Present Problem 


Some of the present problems touch- 
ing life insurance legislation in Can- 
ada have been born out of the ,tre- 
mendous question of jurisdiction. 
Whereas tthe regulation of contracts 
of insurance has been generally con- 
ceded by the Dominion as an exclu- 
sive field of provincial jurisdiction 
making possible the enactment by all 
the provinces of a uniform law of 
life insurance contracts, nevertheless 
the Dominion act, for example, has 
for years contained a number of provis- 
ions with respect to surrender values, 
policy loans, installment and annuity 
payments, distribution of profits and 
kindred provisions. There would ap- 
pear to be no doubt, in view of recent 
legal decisions, that such provisions are 
invalid when contained in a Dominion 
statute. The legislatures of the prov- 
inces of British Columbia and Alberta 
have already assumed to enact similar 
and possibly conflicting legislation as 





















R. LEIGHTON FOSTER, Toronto 
Superintendent of Insurance 


part of the provincial insurance laws 
One of the problems presently concern. 
ing the Association of Superintendents 
of Insurance of the Provinces of Cap. 
ada is the necessity of embodying these 
Dominion sections in the several pro- 
vincial acts and, what is equally import- 
ant, discussing the inadvisability of 
further independent action by the sey. 
eral provinces pending agreement upon 
a draft of sections to be uniformly ep. 
acted. The enactment of the uniform 
life insurance act in eight out of the 
nine provinces of Canada within a per- 
iod of a little more than a year, rep- 
resents the most important achievement 
in the direction of uniformity in any 
field of legislation in Canada. , 


Preparation and Enactment 
of Uniform Life Act 


At the 1920 meeting of the Associa- 
tion, H. J. Sims, K. C., of Kitchener, 
Ont., one of the best known and ables 
life insurance counsel in Canada, ™ 
troduced to the Association of Super- 
intendents the desirability of uniformity 
in life insurance legislation. In further. 
ance of Mr. Sims’ address, V. Evan 
Gray, then superintendent in Ontario, 
suggested to the Canadian Life Insur- 
ance Officers’ Association that Mr. Sims 
be retained by the association to co- 
operate on behalf of the companies in 
the revision of the life insurance pro- 
visions of the Ontario act. Mr. Sims 
was promptly retained and it was sub- 
sequently decided to solicit the coopera- 
tion of the Conference of Commission- 
ers on Uniformity of Legislation. © Sir 
James Aikins, chairman of the confer- 
ence, promptly announced the willing- 
ness of the conference to undertake the 
task, whereupon the machinery was 
set in motion. From early in 1921, 
when Mr. Sims, at the suggestion of 
Mr. Gray, undertook the drafting of 
a uniform bill, until September, 1923, 
when all differences were ironed out 
and the model bill approved by the 
Conference of Commissioners, the As- 
sociation of Superintendents of Insur- 
ance and the Canadian Life Insurance 
Officers Association. All parties worked 
harmoniously and industrially for the 
common cause. 


No Radical Revision Was 
Incorporated in Uniform Act 
No radical revision of the existing 
law was incorporated in the uniform 
bill. The uniform life act follows close- 
ly the principles of the old laws, and 






















N. P. HULL, Lansing, Mich. 
President, Grange Life 
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t departs therefrom in the case 
provinces, usually follows 
the law theretofore in force in the ma- 
jority of the provinces. The approval 
of a new principle in statutory law can- 
not be considered hand in hand with a 
general revision of the law looking 
to uniformity of legislation without 
jeopardizing the attainment of uni- 
formity. Once uniformity 1s_ obtained, 
the machinery is set up for joint con- 
sideration of any new principle which 
interested parties may advance looking 
to uniform enactment if and when 
agreed upon. In the interim the fact of 
uniformity is the best insurance against 
hasty and independent action. In this 
connection, all interested parties in Can- 
ada have agreed that they will resist 
all attempts to secure amendments to 
the uniform law in the individual prov- 
inces until the suggested amendment 
has first been reviewed by the Confer- 
ence of Commissioners and the Asso- 
ciation of Superintendents of Insurance. 

The uniform act applies, notwith- 
standing any agreement or stipulation to 
the contrary, not only to every contract 
of life insurance made in the province 
after its coming into force, but also to 
the unmatured obligations of contracts 
made in the province before its com- 
ing into force. Its effect is accordingly 
retroactive and existing contracts are 
subject to its provisions. 


Act Provides What Law 

Governs Making of Contract 

In the matter of the problem of what 
law governs, i.e. when a contr&ct is 
deemed to be made in the province, the 
provisions of the uniform act have been 
carefully considered. The new act pro- 
vides that if the place of residence of 
the insured is within the province at 
the time the contract is made, the con- 
tract shall be deemed to be made in the 
province. It is further provided that 
where the contract is made in the prov- 
ince, the law of that province governs 
not only the construction of the contract 
itself, but also the “incidents” of the 


contract, such as the right and status 
of beneficiaries, the powers of the in- 
sured as to the designation of benefic- 
iaries, and the apportionment of the 
insurance money, regardless of the 
domicile of the insured or any of the 
beneficiaries at the time the contract 
is made or at any time subsequent 
thereto. Finally, the law applies to con- 
tracts not made in the province where 
the contract itself provides that the 
act shall apply or that the contract 
shall be construed or governed by the 
law of the province. 


Provisions With Respect — 
to Beneficiaries Interesting 


The provisions with respect to bene- 
ficiaries are always of special interest. 
We have, of course, at common law 
the same doctrine that prevails in the 
United States, that once a beneficiary 
is named, and the right to change is 
not reserved in the contract, his inter- 
est becomes a vested one and an irre- 
vocable trust is created in his favor. 
I believe that in the United States it 
is the common practice for the insured 
to reserve the right in the policy to 
change the beneficiary. In Canada, 
statutory enactments have with more 
or less uniformity prescribed a middle 
course, certain relatives by blood or 
connection by marriage of the insured 
have been singled out, designated as 
preferred beneficiaries, and given much 
the same rights and privileges as bene- 
ficiaries at common law. At the same 
time, the statutes have declared illegal 
any reservation by the insured of the 
right to revoke the interest of a pre- 
ferred beneficiary once designated, in 
favor of a person outside the class of 
the preferred beneficiaries. All other 
beneficiaries (other than beneficiary for 
value) are known as ordinary benefici- 
aries and have rights and privileges 
subject to alienation or transfer by the 
insured at any time before the maturity 
of the contract. 

The provisions of the new act pre- 
serve in broad outline the principles of 


the old provincial acts common in most 
of the provinces, including the irrevo- 
cable trust idea, for so many years a 
unique feature of Canadian life insur- 
ance law. The class of preferred bene- 
ficiaries is defined as including husband, 
wife, children, grandchildren, mother 
and father of the person whose life is 
insured. Formerly, the preferred class 
differed in some of the provinces where 
the insured designated as a beneficiary 
a member of this preferred class. A 
trust is created and subject to certain 
powers such as receiving the surplus 
or profits of a participating policy, ac- 
cepting paid-up or extended insurance, 
and borrowing on the policy such sums 
as may be necessary to keep it in force, 
the insurance money is irrevocably be- 
yond the control of the insured. In- 
surance moneys payable to preferred 
beneficiaries are not subject to the con- 
trol of the creditors of the insured and 
do not form part of his estate. Special 
provision is made for the disposition 
of the share of a preferred beneficiarv 
who dies before the maturity of the 
contract and whose share is not other- 
wise dealt with by the insured. 


Uniform Agents Qualification 
Law Now Being Considered 


The Association of Superintendents 
of Insurance now has before it consid- 
eration of a uniform agents’ qualifica- 
tion law, the enactment of uniform pro- 
visions with respect to the extent to 
which sections in accident and health 
statutory conditions should apply to 
casualty benefits in life policies, and as 
heretofore mentioned, the problem of 
giving uniform enactment to the ultra 
vires life contract provisions of the 
Dominion act. 


Took a Boat Ride 


Thursday night the entire party went 
on the “Tashmoo” for a boat ride on 
the Detroit River and Lake St. Clair 
as guests of the Michigan companies. 
Dancing furnished the chief amusement. 


Winners in pene 
Golf Tournament 


The annual golf tournament was held 
at the Lochmoor Golf Club. Henry 
Abels of the Franklin Life won the 
prize for the low gross score in the 
qualifying round. In the putting con- 
test C. D. Cross of the American Life 
was first and W. A. Watts, Merchants 
Life, second. 

The winners in the flights were: 

First—Daniel Boone, Midland 
and C. F. Cross, American Life. 

Second—G, A. Snider, “Underwriters 
Review” and Arthur Coburn, North 
American Life Reinsurance. 

Third—E., B. Stevenson, Jr., National 
Life & Accident, and Ogden Brown, 
“Western Insurance Review.” 

Fourth—Geo. A. Bland, Retail Credit 
Co., and W. P. Stevens, Scranton Life. 

Fifth—Dr. T. D. Laftry, Great North- 
ern Life, and George Graham, Central 
States Life. 

Sixth—S. F. Claybaugh, 
National Life (no runner up). 

George A. Bland won the prize for 
low net score, it being 73. 


Life, 


Alabama 





Memorial Committee Report 
The memorial committee presented 
resolutions on the deaths of Jacob Mills, 
vice-president Montana Life; C. H. 
Moore, vice-president San Jacinto Life; 


Dr. J. T. Priestley, medical director 
Royal Union Life; George Kuhns, 
president Bankers Life of lowa; J. 5S. 
McAnulty, president Scranton Life; 
W. B. Salt, vice-president California 
State; Henry Loucks, vice-president 
Peoria Life; Robert Brown, secretary 


American Life of Denver. 





Secretary John T. Hutchinson of the 
Insurance Federation of America, whose 
offices are in Detroit, looked in on the 
meeting. 





Maintaining 
THE PACE 


ON THE RIGHT Is Repro- 
duced an Advertisement Which 
Appeared in the March 12, 1926, 
Issue of the National Under- 
writer. If You Did Not Hap- 


eh 











pen to See and Read It—Do So 
Now. It Contains a Significant 
Story and Expresses the Deter- 
mination to Write Twenty Mil- 
lions of New Business in 1926. 


That the 1925 Record Year Will 
Be Bettered by the 19026 Re- 
sults Seems Assured. By Main- 


Leading in Oklahoma 
Our Home State 


By a Million and a Half 


Gleanings from 
the 1925 Statement 
$34,512,895.00 


Insurance in force at the end of 


1925. This represents an increase 
over 1924 of 
27% 
$11,765,695.00 


New business issued and deliv- 
ered in Oklahoma during 1925 
This is an increase of 

51 








taining the Pace, the End of 
1926 Will See the Mid-Con- 

tinent Life with Twenty Mil- | 
lions of New Business to Its 
Credit. | 


The Mid-Continent Life IWVas 
Organized in 1910. Jt Confines 
Its Activities to Arkansas, Ok- | 
lahoma and Texas, Feeling that 
by So Doing a More Efficient | 
Policyholders and 
Agents Is Made Possible. 


§ ervice to 


If You Are’ Desirous of Repre- 
senting a Growing Company in 
This Field It Will Be Worth 
Your While to Get in Touch 
with Edwin Starky, Vice-Presi- 





A review of the 1925 statement of the Mid-Continent Life brings out 
most forcefully its healthy condition and the rapid strides that it is 


making. 


Over fourteen million dollars of new business was written during the 


past year. 


dollars, which indicates a very low lapse ratio. 


Insurance in force was increased by over eleven million 


Altogether, 1925 was 


a good and profitable year for the Mid-Continent Life and its producers. 


Twenty millions of new business in 1926 is the goal. 
fident that such an amount of business can be written. 
Splendid opportunities are open to good 


to have you help us attain it. 
men in the Mid-Continent field. 


MID-CONTINENT LIFE 


INSURANCE COMPANY 


We are con- 
We would like 


OKLAHOMA CITY 


over the 1924 figure. 


$2,153,657.28 
Gross admitted assets, an in- 
crease over 1924 of 


$400,000.00 





$212,718,097 00 
Surplus to policyholders in ad 
dition to reserve required by 
law. The reserves run about 


$1,900,000.00 
PUEUEDEDEDEEERERCREODEREREEEOCEOEEERSEOEEEEE 
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passed. 





Premiums once reduced 
are permanently lower 


War, Flu or other catastrophe can not 
raise them even to their original level as 
would be the case in “participating” in- 
surance if “dividends” were decreased or 


Do you know of any non-participating 
policies which provide for sharing in 
mortality savings and excess interest earn- 
ings? Premiums have been reduced un- 
der several forms of policies since 1919 
and this unique feature is now regularly 
embodied in all forms of the low-rate 
non-participating policies issued by the 


FEDERAL UNION LIFE 


HOME OFFICE—CINCINNATI, OHIO 















































You may believe there is nothing 
new under the sun, but after con- 
sidering our General Agency 
proposition you may not be so 
sure about it. 


E Gem City Life was or- 
ganized in 1911. For over 
15 years the company has 
had a steady and satisfactory 
growth. Old enough to have se- 
cured valuable underwriting ex- 
perience —big enough to have 
financial stability—young enough 
to have high ideals and great am- 
bition, and small enough to be 
able to maintain a personal con- 
tact with its agents. The Gem 
City Life is an ideal organization 
in which you will find all the 
good things you have been seek- 
ing in a company. 


General Agency Openings in 
West Virginia, Georgia, Ala- 
bama, Louisiana, S. E. Ohio 





The GEM CITY LIFE 


INSURANCE COMPANY 


Dayton - - 





Ohio 
I. A. MORRISETT, Vice-President 
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Advantages of Life Insurance 
Trusts Presented by Pioneer 


BY JOHN A. REYNOLDS, Detroit 


Assistant Vice-President, Union Trust Company 


IFE insurance trusts are commonly 

divided into two distinct classes 

and are generally referred to_as 
funded or unfunded arrangements. The 
funded trust is created where the in- 
sured deposits with the trust company, 
policies payable to the company at a 
specific time together with securities or 
cash sufficient to pay from their income, 
premiums on the policies. At the time 
of death, or at the time the trust be- 
comes operative, distribution of these 
securities, together with the fund cre- 
ated from the avails of the policies, is 
directed by the terms of the instrument. 
Trusts of this nature appeal more par- 
ticularly to people of considerable 
means, for it is not always possible for 
the owner of a moderate sized estate to 
create a trust under which he parts con- 
trol, if even for a time, over any por- 
tion of his collateral estate. Perhaps 
the greatest advantage in such a trust 
is that if it is made irrevocable by its 
creator it cannot be defeated. An irrev- 
ocable trust provides absolute protec- 
tion for one’s dependents, not only to 
the extent of the proceeds of the poli- 
cies, but usually including as well the 
securities held by the trustee. Naturally 
many dislike to separate themselves 
from any portion of their estates to such 
an extent as to deprive them of any say 
in the management of such a portion; 
but in so doing and in placing property 
in the hands of well equipped trust com- 
panies it is more frequently than other- 
wise the case that such property receives 
better care than it has in the past. 


Unfunded Insurance 
Trust More Popular 


The most popular form of life insur- 
ance trust, and the one which will ap- 
peal more generally to the members of 
this convention, is the ordinary un- 
funded insurance trust, which is defined 
merely as an agreement trust, generally 
in duplicate between the holder of in- 
surance and the trust company, reciting 
that the policies are made payable to 
the trust company as trustee upon death 
and authorizing the trustee to collect 
the avails of those policies, then to in- 
vest them for the benefit of described 
beneficiaries for an indicated period of 
time. In the case of the unfunded life 
insurance trust, it is generally revocable. 
In the properly prepared agreement 
there is recited a stipulation that the in- 
sured may borrow against the value of 
his policies at any time without particu- 
larly affecting the trust. Usually dis- 
cretionary power is given the trustee in 
the distribution of principal, although 
ordinarily distribution of income is di- 
rected on a determined basis or scale. 


Trust Company Has 
Discretionary Powers 


It may be readily seen that little dif- 
ference exists between the ordinary life 
insurance contract which provides for 
the payment of stipulated sums at cer- 
tain dates after death, and the life in- 
surance trust, except that one is a rigid 
contract to perform certain definite du- 
ties, and the other is an agreement 
which may or may not grant discretion- 
ary power to a third party. Under the 
insurance company’s arrangement a stip- 
ulated return is guaranteed. The life 
insurance trust of its nature carries no 
guarantee of continued income. The in- 
surance company’s contract will prob- 
ably provide for a net return of approx- 
imately 4% percent. The life insurance 
trust will probably provide for a net 
return of from 5 to 6 percent. The life 
insurance contract will not permit the 
payment of income upon or for the ben- 
efit of contingencies in the future. The 
life insurance trust by reposing discre- 
tionary power in a trustee, enables the 


creator of the trust to provide f 
tingencies. 


Will of Deceased Carried 
Out by the Trust Company 


Because of the nature of your organ}. 
zation and because of those peculiar cir- 
cumstances which demand that there he 
rigidity in your arrangements, the insur. 
ance company is very frequently unable 
to do the best for the interests of the 
dependents of its clients. If I had suff- 
cient time I would unfold for you the 
multitude of situations which may be 
covered by the application of the life 
insurance trust. Trusts may be prepared 
for instance so that the income from 
policies are payable to the wife for 4 
period of years, terminating only upon 
her death or remarriage. The trustee 





JOHN A. REYNOLDS, Detroit 
Assistant Vice-President, Union Trust 
Company 


may be directed to reduce the amount 
of a widow’s income upon her remar- 
riage or cancel it altogether, taking cog- 
nizance of the fact that there should 
devolve upon the second husband the 
duty of properly providing for his wife. 
Arrangements should be made so that 
portions of the principal, in addition to 
the income, could be paid to the wile 
or children in order to create a definite 
income for certain years. Stipulations 
could be inserted for the making of suit- 
able wedding gifts to a daughter upon 
her marriage, or to a son in business, 
provided if in the discretion of the trus- 
tee, the children are not profligate. 


Trust Small Policies 
for Particular Purposes 


Small policies may be trusted even as 
low as $5,000 for particular purposes. 
One such arrangement might be to 
cover a boy’s education in college. All 
of us who have attended universities 
know that it cost more in our freshman 
year than in sophomore and that ex- 
penses of the senior year are greater 
than those of the’junior. Many of us 
feel that it is for a child’s own salvation 
that he receives no income during the 
summer months and that he be given 
an opportunity of learning the value o! 
money by supporting himself during va- 
cation time. While small policies are 
trusted for the education of children and 
where discretionary power is invested 11 
a local trustee for the payment of this 
income and principal, we recognize the 
helpfulness of an interested officer 
the trust company in the progress 
such dependents. Frequently sudden 
illness or travel necessitated by 1 
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health, of widows or children have not 
been perly provided tor because ot 
the rigidity of insurance contracts W hich 
irily prevent msurance companies 
from distributing the principal at will. 
In such cases where the trust company 
is trustee of the insurance funds and 
has discretionary power to distribute 
portions of the principal of the fund, 
those emergencies may be amply pro- 
vided for. 
Use for Business : 

Insurance Is Growing 

The advantages of the life insurance 
trust are by no means confined to the 
precincts of the home. One of the 
greatest fields for the sale of insurance, 
which while varying only in a small 
degree from ordinary insurance, may be 
designated as a separate branch of life 
insurance, is business life insurance. 
Many insurance men have told us that 
since they have added to their selling 
program the idea of life insurance trusts 
for business insurance they have in- 
creased the amount of business insur- 
ance sold. Life insurance trusts for 
partnerships are particularly beneficial. 
As you all know, when a partner dies, 
under the majority of existing laws, the 
partnership is dissolved and there de- 
volves upon the widow of the deceased, 
or upon the administrator, the difficult 
task of inventorying goods, overlooking 
accounts and transacting a multitude of 
tasks which follow in the wake of death. 
Where the trust company is trustee of 
the policies, the avails of which are pay- 
able to the widow or dependents and 
which represent a portion of all of the 
interests of the deceased partner in the 
partnership, the trust company is able, 
because of machinery it controls, and 
because of its situation in many other 
respects, to lighten the burden and to 
make greater the satisfaction all round. 
This holds good too of insurance taken 
for the benefit of officers cf close cor- 
porations. 


Serves Good Purpose in 
Corporation Insurance 


There is a tendency now to eliminate 
the partnership idea and substitute in 
its stead the close corporation, which 
for tax purposes and for many other 
purposes is found more desirable. Such 
corporations become public institutions 
ina sense. In many places communities 
are dependent upon the amount of busi- 
ness they do, People come to rely upon 
the head of a close corporation, yet 
death comes and in so many instances 
strikes a fatal blow, because no provi- 
sion has been made for a substitution. 
Through the life insurance trust an ideal 
mode of settlement is offered where a 
close corporation obtains life insurance 
for the retirement of stock for instance, 
or rather the purchase of stock, of the 
deceased president. It can be arranged 
that under such an agreement a corpora- 
tion pays the premiums on the life in- 
surance, but that the policies are payable 
to the trust company as trustee. It is 
generally made binding on the executors 
of the officer’s estate that they turn over 
to the trust company stock owned by 
him in the corporation and thus a sat- 
isfactory arrangement may be worked 
out between the corporation and the 
trust company, that the settlement be 
made equitable to both the corporation 
and the insured’s dependents 


Facts About Organization 

of Average Trust Company 

Your average trust company is a cor- 
poration It is never sick It is never 
away on a vacation. It is always in the 
same place. It is manned by men of 
financial judgment; executive officers 
whose positions have been merited only 
alter years of painstaking endeavor in 
a definite type of work. It is constituted 
ot a number of departments under the 
supervision of the banking department. 
These departments are each specialized 
in the handling of business belonging to 
decedents or those living. It is a safe 
institution. There have been some trust 
company failures, but those failures 
have lost money only to their owners. 
I doubt if a case can be found where 
the beneficiary of any trust of any trust 


neces-« 
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company in the United States has ever 
suffered the loss of even a single penny 
through the iailure of any trust insti- 


tution. 


Failure of Company 
Affects Trust Little 


Contrary to the practice of insurance 
companies, and necessarily so because 
of the diverse characteristics of the two 
types of institutions, trust deposits are 
segregated and the investments made by 
these deposits belong to the trust and 
are not mixed with the assets of the 
company. Failure of the trust company, 
therefore, has little, if any effect upofi 
the trust itself. The common practice 
among the majority of trust companies 
is to invest these funds in municipal or 
government bonds or first real estate 
mortgages on improved property, pref- 
erably the latter. These investments 
bring a net return to the trust, depend- 
ing largely upon the neighborhood of 
the trust company, of from 5 to 6% per- 
cent. Such trusts have the same inheri- 
tance tax exemption as are accorded 
individuals, $40,000, although the income 
to the separate beneficiaries may be lev- 
ied upon for income taxes as all other 
income. 





Samuel Davis, attorney for the John 
Hancock Mutual, was presemt at the 
meeting. 
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Hazards Involved in Dealing 


with Medical Examiners Shown 
By ARNOLD HOBBS 


Counsel Northwestern ,National Life 


FTER some co sideration of cases, 

I.am forcibly impressed with the 

fact that the courts in their con- 
sideration of policies contested on ac- 
count of fraud have over-emphasized 
the importance of the medical exami- 
nation. It seems to have been the pre- 
vailing conception that the company in 
accepting or rejecting a risk considered 
only the medical examination, and if 
that was satisfactory, investigated no 
further. How far that is from the truth 
is brought out in a paper read last 
spring before the medical section of 
the American Life Convention by Dr. 
Henry Wireman Cook. Dr. Cook 
stated that there are 16 elements that 
enter into decisions of modern under- 
writing selection. Only one of these 
elements, the examination of heart and 
lungs, blood ‘pressure and _ urinalysis, 
requires the expert services of a physi- 
cian, and as Dr. Cook pointed out, 
many of these elements have a more 


serious bearing on longevity than the 
finding of a heart murmur or a trac 

That legislatures 
small of this 


of albumin, some 
also have conception 
fundamental fact of underwriting s¢ 
lection is indicated by statutes like the 
Iowa statute, making the medical ex- 
aminer’s report conclusive as far as the 
condition of health of the insured at 
the time of issuance or delivery of the 
policy is concerned. 


Statement of Rule 
of Imputed Knowledge 


As applied to medical examiners and 
insurance companies, the rule as to im- 
puted knowledge is stated in 14 R. C. L, 
1161, as follows: “While some courts 
have held that a medical examiner em- 
ployed by an insurer merely to write 
down answers to questions in his medi- 
cal report is not an agent whose know!l- 
edge will be imputed to the insurer, 
the better rule would seem to be that 
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his knowledge as to the physical con- 
dition of the insured is imputable, 
though it is otherwise as to knowledge 
of matters not relating to physical con- 
dition, as, for example, knowledge of 
the applicant’s occupation.” 


Medical Examiner Should 
Have Obtained Information 


In the case of Fair vs. Metropolitan, 
5 Ga. App. 708, 63 S. E. 812, the appli- 
cant was afflicted with rheumatism, and 
was unable to walk for a period of two 
years. Although the examiner testified 
that he did not know she had rheuma- 
tism, the fact was found to the con- 
trary, and the court said: “Whether 
this question is to be considered as one 
of fact or one of law or one of mixed 
law and fact it would seem that knowl- 
edge or information of the physical con- 
dition of the applicant for insurance. 
acquired by the medical examiner 
charged with the duty of making the 
examination in behalf of the company 
and obtaining such information or 
knowledge for the company would be 
matter connected with his agency, and 
would therefore be notice to the com- 
pany.” 


Possession of Knowledge 
by Examiner Bound Company 


The rule is applied also in cases 
where the examiner has acquired his in- 
formation through prior treatment of 
the applicant, or from general hearsay 
and report, and apparently without re- 
gard to whether or not the information 
was acquired while the relation of prin- 
cipal and agent existed. In South At- 
Jantic Life vs. Hurt’s Adm., 115 Va. 398 
79, S. E. 401, the rule was applied in 
a case where a family history of in- 
sanity was suppressed in the examina- 
tion. It appeared that the examiner 
had been well acquainted with the ap- 
plicant’s sisters and his cousins and his 
aunts from early boyhood, but did not 
disclose his knowledge of their lack of 
mentality to the company. The court 
held that the company was bound by 
any information its medical examiner 
had at the time he filled out the appli- 
cation for the insured. 


Carelessness or Inefficiency 
of Examiner No Excuse 


In Wingo vs. N. Y. Life, 101 S. E. 
653 (S. C.), the trial court instructed 
the jury that: “If you find from the 
facts in this case that the disease did 
not exist or that its existence was 
known to the physician, or by reason- 
able examination on his part could have 
been known, he will be held in law to 
have known of the disease and the com- 
pany will be deemed to have waived 
it.” It was held that there was no 
error in this instruction: “It is imma- 
terial whether the action of the doctor 
be prompted by inefficiency or by care- 
lessness; the result is the same; the 
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company set him to judge of the ap- 
plicant’s fitness and the company js 
bound by his judgment.” E 
Knowledge of Impairments 
Constituted Waiver by Company 


The courts have not stopped, how- 
ever, with charging the company mere. 
ly with knowledge of facts known to 
the examiner. They have held that the 
company waived any and all impair- 
ments, no matter how serious, because 
the examiner had knowledge of some 
physical unsoundness. In Eagleton ys. 
Prudential, 193 Ill. App. 306, the ap- 
plicant informed the examiner that four 
months previously she had an opera- 
tion for the removal of a fibroid tumor 
of the uterus. This information the 
examiner suppressed, and the policy was 
issued. She died from cancer of the 
womb, from which she was suffering 
at the time of making her application, 
The court said: “Where, at the time 
of issuing a policy of life insurance, an 
insurer has notice of the physical un- 
soundness of the assured, the extent 
thereof is not material as affecting the 
waiver by the insurer of a condition of 
the policy limiting its liability to a re- 
turn of the premiums received if the 
insured was not in good health at the 
date of the policy.” 


Attempt to Negative Rule 
Not Favored by Companies 


Sternaman vs. Metropolitan, 170 N. 
Y. 13, 62 N. E. 763, involved the follow- 
ing provision in the application: “The 
persons who wrote in the answers and 
statements were and are our agents for 
the purpose, and not the agents of the 
company.” The court of appeals of 
New York in its opinion made a dis- 
tinction between part A of the appli- 
cation, containing the general questions, 
and that part of the application relating 
to the health of the applicant. They 
held that it was competent for the par- 
ties to agree that the person filling 
out part A, whoever he might be, was 
the agent of the insured and not of the 
company, but that this was not true of 
the blank furnished for the use of the 
medical examiner, the filling out of 
which required professional skill and 
experience, the company permitting it 
to be done only by its own appointee. 


Knowledge of Examiner 
Limited to His Field 


The medical examiner, although held 
to be the agent of the comany, is an 
agent with extremely restricted powers. 
His duties are limited to finding and 
reporting certain facts. The company 
does not look to him for information as 
to other matters, and should not be 


bound by any knowledge coming to him 


which it was not his duty to report. 
Woodmen of the World vs. Hall, 104 
Ark. 538, 148 S. W. 526, 41 L. R. A, 
N. S. 517, illustrates this distinction. 
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a 
The applicant was a bootlegger and the 
medical examiner knew it, but did not 
report it. The application stated that 
the applicant was a farmer. The court 
in holding that the company was not 
chargeable with notice of the appli- 
cant’s occupation, stated: “The medi- 
cal examiner 1s not the agent of the 
insurer for anything more than what is 
contained in the medical examination 
and his certificate thereto, and the in- 
surer canot be charged with any knowl- 
edge or information had by him out- 
side of that agency. It has therefore 
been held that ‘notice to the examiner 
of anything not called for by his certi- 
ficate, but which is a part of the appli- 
cation filled out by the solicitor, is not 
notice to the company.’” 


Agency of Examiner : 
Terminated With Application 


In Myers vs. John Hancock, 108 
Ohio St. 175, 140 N. E. 504, an attempt 
was made to hold the company charge- 
able with notice of a changed condition 
of health, the change occurring after 
the medical examination and _ before 
the delivery of the policy, and being 
fully known to the medical examiner, 
who was still the agent of the company. 
The court recognized the fact that the 
agent had no further authority to rep- 
resent the principal and no _ further 
duties whatever to perform with refer- 
ence to the transaction in which he 
had been engaged; there was therefore 
no duty or obligation to communicate 
the information coming to him and no 
presumption that he did communi- 
cate it. 

In case of a conspiracy between the 
applicant and the medical examiner to 
defraud the company, the rule of imputed 
knowledge does not apply. Where the 
communication of the knowledge in 
question would necessarily prevent the 
consummation of a fraudulent scheme 
in which the agent is engaged, there 
of course should be no presumption 
that the knowledge was communicated. 


Lack of Examination 
Did Not Bind Company 


In dispensing with medical examina- 
tions in certain cases the companies 
are undoubtedly neglecting an avail- 
able source of information concerning 
the insurability of the applicant. Some 
enterprising plaintiff's attorney will, of 
course, claim that the company is es- 
topped to claim fraud as a defense be- 
cause of not using due diligence to un- 
cover the fraud. This point has in fact 
already been raised. In the case of 
Lee vs. Metropolitan, 158 Ga. 517, 123 
S. E. 737 (June, 1924), the company 
issued a policy without medical ex- 
amination, although a Georgia stat- 
ute required such examination. The 
court said: “The failure of an _ in- 
surance company to have made a 
strict medical examination of an ap- 
plicant for life insurance will not pre- 
vent the insurer from setting up, as a 
defense to an action upon the policy 
written upon such an application, that 
the applicant was guilty of actual fraud, 
or made material misrepresentations in 
procuring the policy which changed the 
character and nature of the risk as con- 
templated therein, although the falsity 
of the representations or statements in 
the application would have been dis- 
coverable by the making of such strict 
medical examination, where the falsity 
ot such statements or representations is 
not actually known to the company or 
any of its agents.” 


Sees Positive Advantage 
In Non-medical Insurance 


I do not think we need to apprehend 
that the courts will hold failure to re- 
quire a medical examination excuses 
traud in the application. Not only, it 
seems to me, are there no disadvantages 
in non-medical insurance from a legal 
Standoint, but there is a positive ad- 
vantage to be gained. Will not the 
company have a freer hand in contesting 
tor fraud, not being subject to the dan- 
ger of having witnesses go on the stand 
to testify that a medical examiner knew 
all about the applicant’s condition, 


thereby estopping the company from 
denying knowledge? 


MR. HOBBS’ PAPER DISCUSSED 
By C. B. ROBBINS 
President Cedar Rapids Life 

It is now very generally held that 
the local medical examiner is the agent 
of the company, no matter what the 
contract signed between the applicant 
and the insurance company may be in 
regard to the examiner’s status. The 
courts have justification for this in the 
fact that the applicant himself does not 
select the examiner, but must be ex- 
amined by the physician chosen by the 
company, and it is the dishonest or 
careless medical examiner acting as 
agent for the company who may involve 
considerable loss. Actual dishonesty is 
perhaps rare, but carelessness is so 
common that endless mistakes appear 
in the examination, involving corres- 
pondence between the medical director 
and the local examiner and time wasted, 
which frequently loses the business for 
the company. 


Conditions Are Improving 
With More Experience 


There is no doubt that conditions 
are improving in this respect from year 
to year, as the business of life insur- 
ance increases, and local doctors make 


more examinations and become more 
familiar with the necessity for care 
in making them. Especially should the 
local examiner be taught that in mak- 
ing examinations for the company he 
should give the company the benefit 
of all his knowledge in regard to the 
applicant’s habits, occupation and physi- 
cal condition, regardless of whether or 
not it is covered by specific questions 
in the examination blank. In small 
communities, particularly, the physi- 
cian often has knowledge of facts con- 
cerning the applicant which would have 
an important bearing on the issuance 
of the policy, which he should give the 
company, even though it is not covered 
by the strict construction of the ques- 
tions appearing in the examination 
itself. 


CHANGE MADE IN BY-LAWS 
AT EXECUTIVE SESSION 

{CONTINUED FROM PAGE 4) 
ecutive committee of seven members, a 
secretary, a manager, a treasurer, a gen- 
eral counsel and one vice-president for 
each state or province in which there 
shall be one or more company members 
domiciled. The president shall be 
elected at the annual meeting for the 
term of one year and shall be ex-officio 
a member of the executive committee; 
of the remaining six members of the 
executive committee, three shall be 
elected at each annual meeting for a 
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term of two years. The state vice-presi- 
dents shall be nominated at the annual 
meeting by the members from their re- 
spective states and elected by the con- 
vention or the executive committees 
Where no choice is indicated, or a va- 
cancy occurs, the convention or execu- 
tive committee or president may select 
a state vice-president from the members 
in any state. The executive committee 
shall appoint the secretary, the mana- 
ger, the treasurer, the general counsel 
and any other officers, assistants or em- 
ployes required for the proper conduct 
of the acairs of the convention The 
executive committee, at its discretion, 
may select the same person for more 
than one office or position and assign to 
any officer or employe such duties as 
may be deemed expedient Vacancies 
occurring between annual meetings shall 
be filled by the executive committee for 
any unexpired term 

Strike out all of ARTICLE VI, which 
will necessitate renumbering the re- 
maining articles 

Amend ARTICLE X (renumbered IX) 
by inserting the words “to each mem- 
ber” after the word “Secretary” in the 
third line so that the article will read: 


Amendments 


ARTICLE IX. The constitution may 
be amended at any meeting, provided 
notice of any proposed amendment shall 
have first been mailed by the secretary 
to each member at least 30 days prior to 
the annual meeting at which action is 
contemplated. 
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‘Buzz—Buzz—Done.” 
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“My, wasn’t that a tough case,” 
“It wasn’t as bad as I thought it would be,” 
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“Buzz—Blank—Clang—Buzz— Buzz—Done.” 


complained the latter. 
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How Sharp Are Your Edges? 


Two buzz saws had just finished cutting through a tough oak. 


the former replied. 


The saws were identical in makeup, yet one had a hard task 

of what was play for the other—and the 
degree of sharpness of the cutting teeth 

was the only mark of dissimilitude. 


If your policies have sharp edges, 
features that impress, and merit 
impression, if you have home 
office co-operation that is 
keen and ever alert, al- 
ways solicitous of your 
business success, then 
your job of properly 
serving your clients is 
considerably lightened 

and the chances for an 


increased income 
| measurably enhanced. 
a 
-. 
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Death by Legal Execution as 
Life Insurance Risk Analyzed 


By JELKS H. CABANISS 
Of Counsel, Protective Life of Alabama 


HE earliest case reported in this 

country in which the precise ques- 

tion (death by legal execution as 
a life insurance risk) here under dis- 
cussion was presented in the case of 
Burt vs. Union Central Life, 187 U. S. 
362, 47 L. Ed. 216, affirming 105 Fed. 
419, 44 C. C. A. 548. The policy in- 
volved was issued on Aug. 1, 1894; 
William E. Burt was insured; the policy 
was payable to Anna M. Burt, the wife 
of the insured, if living, and otherwise 
to the executors, administrators or as- 
signs of the insured. About a year 
after the policy was issued, the insured 
and beneficiary assigned one-half in- 
terest to S. M. Burt and H. R. Burt 
as security for an indebtedness due 
from the insured and the beneficiary. 
The beneficiary died about two years 
after the policy was issued, and there- 
after the insured conveyed to S. M. 
Burt and H. R. Burt the remaining 
one-half interest in the policy, making 
them the sole owners thereof. The 
said S. M. Burt and H. R. Burt were 
likewise sole heirs at law of the insured 
and by virtue of that fact became en- 
titled to the full benefit of the policy, 
in addition to claiming the ownership 
thereof by virtue of the assignments 
already mentioned. On Nov. 27, 1896, 
the insured, having been indicted for 
the murder of his wife, Anna M. Burt, 
the beneficiary, was sentenced to death, 
and on May 27, 1898, was hanged. 


Policy Did Not Cover 
Crime of the Insured 


It should be noted that the policy 
did not contain an incontestable clause, 
nor did there appear to be any sugges- 
tion on the part of counsel that the con- 
stitutional provisions of Texas, where 
the case arose and where, presumably, 
the contract of insurance was made, 
had any bearing on the question under 
consideration. The following extracts 
from the opinion of the Supreme Court 
of the United States in this case, as 
delivered by Justice Brewer, show the 
conclusion reached: 

“It cannot be that one of the risks 
covered by a contract of insurance is 
the crime of the insured. There is an 
implied obligation on his part to do 
nothing to wrongfully accelerate the ma- 
turity of the policy. Public policy for- 
bids the insertion in a contract of a 
condition which would tend to induce 
crime, and as it forbids the introduc- 
tion of such a stipulation it also for- 
bids the enforcement of a contract un- 
der circumstances which cannot be law- 
fully stipulated for.” 


Incontestable Clause Does 
Not Refer to the Claim 


The next case in point of time in- 
volving this question, where a similar 
conclusion was arrived at is the case 
of Collins vs. Metropolitan Life (1905), 
Penna. Sup. Court 353. The policy in 
this case contained a provision that it 
should be incontestable after two years, 
except for the non-payment of premiums 
or for fraud. The plaintiff commenced 
suit in the court of common pleas of 
Philadelphia against the insurance com- 
pany, and took an appeal to the super- 
ior court of Pennsylvania, and, upon 
such appeal, the superior court decided 
that the facts alleged in the affidavit 
constituted a good defense to the suit, 
and dismissed the plaintiff's appeal at 
the cost of the plaintiff, but without 
prejudice. Answering the argument of 
counsel that by reason of the presence 
in the policy of the incontestable clause 
the plaintiff could nevertheless recover, 
that court said: 

“The counsel for the appellant con- 
tends that the effect of the clause in 
the policy, ‘After two years this policy 





shall be noncontestable except for the 
nonpayment of premiums as stipulated 
or for fraud, is to deprive the insurer, 
after the expiration of the period mep- 
tioned, of every defense founded in the 
express provisions of the contract or 
the law applicable to such contracts, 
against any claim that may be made 
by the insured or his legal representa- 
tives. We cannot give this clause that 
effect. By its terms, it is not the claim 
presented by the assured, irrespective 
of the cause of death, which is made 
incontestable; it is merely the validity 
of the policy, as an obligation binding 
upon the company. 


Policy Insuring Against 
Execution Obviously Illegal 


“As a life policy which expressly 
covenanted against a legal execution of 
the insured for crime would be void 
as against public policy, so an ordinary 
policy, containing no applicable special 
provisions, is not to be construed as 
insuring against such a risk. Public 
policy forbids the insertion in the con- 
tract of a condition which would tend 
to induce crime, and as it forbids the 
introduction of such a_ stipulation, it 
also forbids the enforcement of a con- 
tract under circumstances which can- 
not be lawfully stipulated for.” 

It should be added that the plaintiff 
in the case of Collins vs. Metropolitan 
Life, having dismissed his appeal with- 
out prejudice in Pennsylvania, later 
brought suit on the same policy in Ilh- 
nois and was allowed to recover, and 
the decision by the Illinois supreme 
court has been relied upon by all sub- 
sequent courts which have taken a view 
contrary to that of the Supreme Court 
of the United States. 


Defendant Not Restrained 
by Incontestable Clause 


In 1916 the supreme court of North 
Carolina in Scarborough vs. American 
National, 171 N. C. 353, 88 S. E. 482, 
Ann, Cas. 1917-D, 1181, L. R. A. 1918-A 
896, with reference to the incontestable 
clause, said: “The incontestable clause 
in this policy does not prevent the de- 
fendant from setting up the defense in- 
terposed in this action. By the use of 
the term ‘incontestable’ the parties 
must necessarily mean that the provis- 
ions of the policy will not be contested 
and not that the insurance company 
agrees to waive the right to defend it- 
self against a risk which it never con- 
tracted to assume.” 


Courts of Several 
States Permit Recovery 


As against these decisions, we find 
recovery permitted in this class of case 
by the courts of last resort in Illinois, 
Alabama, Tennessee, Texas and South 
Carolina. The earliest case in which 
issue seems to have been joined by 2 
state court with the view expressed by 
the Supreme Court of the United States 
is that of Collins vs. Metropolitan wr 
232 Ill. 37; 83 N. E. 542; 14 L. R. 
(NS) 356. In the decision in this case 
Justice Vickers of the supreme court 
of Illinois notes that the early English 
case of Amicable Society vs. Bolland, 
relied on by the Supreme Court of the 
United States in the Burt case, was de- 
cided in 1830, at a time when by the 
laws of England various consequences 
other than the punishment of the of- 
fender followed conviction for felony. 
He points out that the laws of England 
provided that all the property, real and 
personal, of one attained, should be 
forfeited and his blood so corrupted that 
nothing could pass by inheritance to, 
from, or through him. He could not 
sue except to have his attainder re- 
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1d his wife, children and col- 


yersed and | . - 
lations suffered with him. 


lateral re 


dity of Old Argument 
A ointed Out in Illinois 


The court said: “If a man who is 
executed for crime has at his death 
$1,000 in real estate, $1,000 in chattels 
and $1,000 in life insurance payable to 
his estate his real estate descends to 
his heir, and his personal chattels to 
his administrator, but the $1,000 life in- 
surance must be left in the hands of 
the company who has received the pre- 
miums, because it 1s said to be con- 
trary to public policy to require the 
company to pay, lest by so doing it 
lend encouragement to other policy- 
holders to seek murder, and execution 
therefor, in order that their estates or 
heirs might profit thereby. This is de- 
fendant in error’s position. This con- 
tention seems to border closely on the 
absurd. We know of no rule of pub- 
lic policy in this state that will enforce 
this species of forfeiture; but there is 
a rule of law which has often been ap- 
plied when two parties make a valid 
contract and the same has been com- 
pletely performed by one party, and 
nothing remains except the perform- 
ance by the other, which will compel 
performance or award damages for the 
default against the delinquent party.” 

In the Texas case of American Na- 
tional vs. Coates, 246 S. W. 356, the 
decision upholding the right of recovery 
appears to be expressly predicated upon 
the constitutional provision of that state 
that “no conviction shall work corrup- 
tion of blood or forfeiture of estate; 
and the estates of those who destroy 
their own lives shall descend or vest 
as in the case of natural death.” 


Children Should Not Suffer 
Because of Parent’s Crime 


The supreme court of Tennessee in 
the case of Fields vs. Metropolitan Life, 
249 S. W. 798, basing its decision, in 
part, upon the constitutional provision 
of the state of Tennessee “that no con- 
viction shall work corruption of blood 
or forfeiture of estate,” declined to ac- 
cept the reasoning of the supreme court 
of the United States, but elected rather 
to follow the Illinois court, from whose 
decision in the Collins case extensive 
quotation is made, and on the general 
question of public policy, the court 
said: “Is there any reason why one 
cause of the death of a father should de- 
prive the widow and children of the 
benefit of his life insurance and all 
other causes of death, including drugs 
and vices should permit them to bene- 
fit? The economic loss to them is the 
same, whether he dies of electrocution 
at the hand of the state or of vice or 
disease. There can be no basis in rea- 
soning and in common sense to hold 
in reverence the ancient legal dogmas 
of other centuries.” 


Enforcement of Contracts 
Does Not Encourage Crime 


One of the latest cases bearing on 
this question is that of Weeks vs. New 
York Life, decided by the supreme 
court of South Carolina in April, 1924, 
and reported in 122 S. E. at page 586. 
This court declines to follow the lead 
of the Supreme Court of the United 
States, but follows the later state court 
decisions, permitting a recovery. The 
court, without reference to the consti- 
tutional provisions of the state, reaches 
the conclusion that there is no substan- 
tial basis for the view that enforcement 
of such contracts would tend to en- 
Courage crime. It is further pointed 
out that the state is interested in the 
welfare of the beneficiaries of an in- 
sured who may be legally executed and 
that the public policy of the state de- 
mands that these beneficiaries, whether 
creditors or relatives of the insured 
shall receive the proceeds of the con- 
tract of insurance. In addition to these 
arguments attention is called to the 
Constitutional inhibitions against for- 
teiture of estates by reason of convic- 
tion for crime and the conclusion is 
reached that the insertion of such pro- 
vision in the constitution of that state 


amounted to a declaration of public 
policy on the part of the state to the 
effect that a conviction and legal execu- 
tion for felony should not operate to 
avoid an ordinary life insurance policy. 


Company May Contract to 
Waive Defense of Fraud 


The court further considered the ef- 
fect of the incontestable clause as found 
in the policy and reasoned that under 
numerous decisions an insurance com- 
pany may lawfully contract to waive 
or to assume the risk of fraud on the 
part of the insured in procuring the 
contract, effective from the date of the 
contract or after a specified time from 
the date thereof, and that there is no 
good and logical reason why it may not 
also lawfully contract to assume the 
risk or waive the defense of the in- 
sured’s fraud in wrongfully maturing 
the contract. It is pointed out that if 
death by legal execution works a fraud 
on the insurer, it is much more clear 
that the criminal act of a sane person 
in wrongfully maturing the policy by 
suicide would work an even more pal- 
pable fraud, and yet, by the overwhelm- 
ing weight of authority, the incontest- 
able clause is construed as cutting off 
the right to defend because of suicide. 


Execution Will Not Defeat 
Life Insurance Policies 


The last case which has come to the 
attention of the writer involving this 
question is that of James G,. Allen, as 
executor, vs. Joseph A. Diamond, et al., 
decided by the United States circuit 
court of appeals for the seventh circuit, 
in April, 1926. In this case the New 
York Life, the insurer, interposed no 
defense, even though the insured was 
executed for the murder of his wife, 
the litigation being between the heirs 
of the insured and the executor of his 
deceased wife. The company paid the 
proceeds of the policies into court in 
an interpleader proceeding. The court 
pointed out that the contract was made 
in Indiana and was sought to be en- 
forced in Illinois, and that in both 
states constitutional provisions are 
found prohibiting forfeiture of estates 
by reason of conviction for crime, and 
reached the conclusion that “life insur- 
ance policies will not be defeated be- 
cause the assured met his death through 
execution and as a penalty for a nfur- 
der by him committed.” 


DISCUSSION OF THE PAPER 
By L. A, STEBBINS 
General Counsel Old Colony Life 


It is true that in the case of North- 
western Mutual Life vs. McCue, 223 
U. S. 234, 56 Law Ed. 419, the Supreme 
Court of the United States held that 
execution for crime is not covered by 
life insurance, but it is to be observed 
that the principal question there dis- 
cussed was whether the contract was 
governed by the laws of Wisconsin, the 
domicile of the insurance company, or 
the laws of Virginia, where the insured 
resided and where the policy was deliv- 
ered. This foreshadowed a rule that the 
federal courts themselves have no public 
policy as distinguished from the public 
policy of the various states, and that the 
federal courts will only formulate and 
announce a public policy with regard to 
this question when one has not been 
previously established by the state, the 
law of which governs the contract. 


Suicide No Defense, 
According to Statute 


In the case of Ritter vs. Mutual Life, 
169 U. S. 139, 42 Law Ed. 693, substan- 
tially the same rules were laid down 
concerning the defense of suicide as had 
been laid down in the Burt case con- 
cerning the defense of execution at the 
hands of the law. Notwithstanding this, 
the Supreme Court of the United States 
in the subsequent case of Whitefield vs. 
Aetna Life, 205 U. S. 489, 51 Law Ed. 
895, held that the public policy of Mis- 
souri, as enacted in the statutes, must 
yield to the public policy as formulated 
by the Supreme Court of the United 
States, and that suicide is no defense 
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A Policy You Can Sell | 


A $5,000 Policy in The United Life 
and Accident Insurance Company 


PAYS 


$5,000, the face of the policy, in case of death from 
any cause. . 


$10,000, or DOUBLE the face of the policy, in case 
of death from any ACCIDENT. 
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$15,000, or THREE TIMES the face of the policy, 
in case of death from certain SPECIFIED ACCI- " 
DENTS. 
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$50 PER WEEK, direct to the Insured, in case of 
total disability as a result of accidental injury, for a 
period not to exceed 52 weeks; and after that $25 
PER WEEK, throughout the period of disability. 


A Sound, Conservative 


New England Company 


UNITED LIFE AND ACCIDENT 
INSURANCE COMPANY 


HOME OFFICE, UNITED LIFE BLDG., CONCORD, N. H. 
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“‘A Southern Company, Growing Like the South” 
RECORD OF GROWTH 





Legal Capital & Insurance 
Assets Reserve Surplus In Force 

December 31, $ 2,518.00 $182,672.20 $ 572,000.00 
December 31, 169,887.00 222,122.86 4,550,500.00 
December 31, »415. 536,797.00 264,903.92 5,737 449.00 
ee SE Oe 1,619,431.83 1,236,762.40 329,485.34 9,345,091.00 
December 31, 1925........caseeses 2,002,158.21 1,541,299.00 407,152.36 12/923, 198.00 
. ee ee . 2,153,301.60 1,648,549.77 483,997.20 15,305,055.00 
Insurance im Force Fume 30, 1906.....cccccccccccccccccccccccescccccescccccccccscece $15,305,055.00 
Gain During First Six a, ecient ale leachate adalat iceeecelenlrte tee a 2,559,628.00 
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You Should Not Be Interested 


in reading this unless you have something to sell, buy 
or say to insurance men. You can reach thousands of 
interested men through the use of these columns. 
Without a doubt, you will be agreeably surprised with 


the results ads in the advertising columns will receive. 











against suicide. 

In the subsequent suicide case of 
Northwestern Mutual Life vs. Johnson, 
254 U. S. 96, 65 Law Ed. 155, no statu- 
tory enactment was involved, and the 
Supreme Court of the United States en- 
tirely receded from its position on the 
Ritter case and held that there might 
be a recovery in the case of suicide ap- 
parently because of the presence of the 
incontestible clause. 


Federal Courts Will 
Follow State Action 


It seems to me, therefore, that we are 
compelled to conclude that there is no 
such thing as a public policy concerning 
those defenses, including the one under 
consideration, that may be made to a 
contract of life insurance, and this sub- 
ject is purely a matter for each state to 
decide for itself, and the federal courts 
will follow state decisions or statutory 
enactments. 


Supreme Court Receded 
from Former Position 


Can a contingency, such as the one 
under consideration, be insured against 
by direct stipulation in the policy, if it 
would be regarded as against public 
policy, where there is no express stipu- 
lation in the policy on that subject? It 
would seem an irresistible deduction, as 
stated in substance in the Burt case, that 
if a contract is contrary to public policy, 
it would be void, whether the condition 
is expressed directly or by implication. 
The same idea was expressed in the 
Ritter case, but that the Supreme Court 
of the United States has receded from 
this position as to the defense of suicide, 
seems clear from the following language 
in the Johnson case in which the court, 
referring to the Ritter case, said: “The 
question here does not concern implied 
exceptions. It concerns the effect of 
express undertakings, which, as we have 
said, depends upon the policy of the 
state.” 


Arguments About Public 
Policy Swept Aside 


From this we are left to infer that the 
parties may, by express contract, insure 
against that contingency which is con- 
trary to public policy, and which, as an 
implied condition, would be void. It 
seems to me, therefore, reasoning by 
analogy from the suicide cases, that all 
that was said in the Burt case about 
public policy and an implied exception 
in case of execution at the hands of the 
law, has been swept away as to express 
statutory provisions and as to express 
provisions in the contract itself. 


SALESMAN OF THE FUTURE 
PICTURED BY W. T. GRANT 
(CONTINUED FROM PAGE 8) 

for and with his company with all his 

strength. For it when unjustly attacked 

and with it for the accomplishment of 
any task it may set out to accomplish. 

Nor is his loyalty limited to his al- 
legiance to his company alone. It in- 
cludes loyalty to himself—the obliga- 
tion to perform the duties each day so 
faithfully and so fairly that everyone 
with whom he may come in contact has 
become an active ally, willing and eager 
to assist him at every opportunity. 

It includes loyalty to his family and 
dependents—the obligation to accomp- 
lish what they in their pride and affec- 
tion have felt confidently were within 
his power. 

It includes loyalty to his clients— 
the obligation to be fair with those who 
transact business with him, to do every- 
thing for them he would have them do 
for him—making the service rendered 
always better than the service prom- 
ised. 


Will Be Civic Factor 
In His Community 


The life insurance man of the future 
will recognize in an ever-increasing de- 
gree the obligation of the individual to 
contribute to the civic good more than 
he has attempted to exact in material 





their outstanding life and disability mep, 
and you will find them to be among 
those on whom the city relies for civic 
leadership. It is true in my home City; 
you will find it true in yours as well. 


Salesman of Tomorrow 
Will Be Educated Man 


The life insurance man of the future 
will be a college or university trained 
man, The constantly enlarged oppor- 
tunities in the business will prove more 
and more appealing to the man who 
has prepared himself for the larger op. 
portunities of life. The greater com- 
plexities of our social and economic 
system will continue to develop new 
needs and uses for life insurance. The 
trained mind of the college man wil! 
enable him to more accurately appraise 
those needs, and recommend the proper 
character of insurance service to pro- 
tect them. As the standard of life in- 
surance salesmanship continues to rise, 
the character of and success enjoyed by 
those already engaged in the business 
will exert a strong influence upon those 
entering it. The potential clientele for 
the big lines of insurance in the future 
will be among the college and univer- 
sity men of today. 


Must Know Something of 
Law, Medicine, Business 


He will know something of law in 
order that he may properly interpret 
the various contracts his company is 
offering. He must know the law gov- 
erning wills, estate and_ inheritance 
taxes, income taxes, probate court pro- 
ceedings, and those governing trust and 
trust companies. He will have more 
than an ordinary knowledge of medi- 
cine, so that he will not unwittingly 
recommend to his company risks whose 
physical impairments disqualify them 
from receiving favorable consideration. 

If he chooses to devote his time to 
business men, he may become more 
familiar with various business problems 
than many of those directly engaged in 
such business. 

The life insurance man of the future 
will be an optimist. Even though he 
may not have been an optimist by nat- 
ure, he will have learned that optimism 
is the inevitable result of the develop- 
ment of positive qualities—one of the 
chief essentials of the magnetic per- 
sonality. 


Will Practice Doctrine of 
Thrift Which He Preaches 


He who buys life insurance assumes 
the obligation of conserving a certain 
portion of his earnings. It borders on 
compulsory savings. It is a_ self- 
imposed tax, assumed in order that 
society may not be taxed eventually 
to provide for him in his dependency, 
or those now relying upon his support. 
The life insurance man is constantly 
preaching the doctrine of economy and 
conservative investment. If his advice 
is to carry weight, like other preachers, 
he must influence by example as surely 
as by the eloquence of his logic. 


Will Be Man of Broad 
and Far-seeing Vision 


The life insurance salesman of the 
future will be one of broad-seeing v!5S- 
ion—capable of appraising the constant- 
ly growing needs and uses of life in- 
surance resulting from such changing 
conditions as: 

(a) The increasing necessity of an 
education for one’s children. 

(b) The constantly increased percent- 
age of our citizens who live in cities 
instead of on farms. 

(c) The increased need resulting from 
the growth of installment buying. is 
change in our economic practice has 
added tremendously to the vital need of 
life insurance. 

(d) The constant raising of our liv- 
ing standards, the conveniences and 
luxuries to which we become accus- 
tomed. Again the change means more 
life insurance—the one means of guar- 
anteeing to our loved ones that their 
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a 
standards need not be lowered, even 
though premature death may destroy 
the means by w hich they are maintained. 


Will Be Active Member of 
Life Underwriters Association 


The life insurance man of the future 
will be an active member of a life un- 
derwriters association. _ The tremend- 
ous strides in the elevation of the stan- 
dards of our business are by no means 
to be credited to company executives 
alone. To the life underwriters them- 
selves is due tremendous credit for the 
advancement in the standards of their 


profession. 


He Will Be More 
Certain of Success 


The life insurance man of the future 
will be more certain of success. The 
tests which he has been obliged to pass 
successfully upon his entrance into the 
business will have eliminated the weak- 
lings in advance. And every failure 
eliminated in advance means a higher 
average standard among those engaged. 
The failure in life insurance salesman- 
ship is responsible principally for what- 
ever lack of respect the public has ac- 
corded the profession. More failures 
will be eliminated in the future than in 
the past. Dozens of companies now 
maintain established schools for train- 
ing their sales forces. Soon there will 
be none of consequence without them. 
Correspondence cources, improved text 
books and sales literature, all these will 
be supplied by the progressive company. 
Add this helpful cooperation to a type 
of man far above the intellectual at- 
tainments of those entering the busi- 
ness in the past. and there can be but 
one outcome. The life insurance sales- 
mon of the future is destined to be a 
success. 


Present Is Made to 
Retiring Secretary 





At the close of the first session, 
Harry L. Seay, president of the South- 
land Life, spoke feelingly of the retire- 
ment of Secretary T. W. Blackburn. 
He stated that it was the wish of many 
members to contribute to a gift to Mr. 
Blackburn. President H. B. Arnold 
appointed a committee of convention 
ex-presidents to collect the fund and 
arrange for the present, they being 
Harry L. Seay, Southland Life; J. B. 
Reynolds, Kansas City Life; Lee J. 
Dougherty, Guaranty Life. 


M. O. Rowland is Well Known 


M. O. Rowland, secretary of the 
American Life of Detroit, who assisted 
in the entertainment of the visitors, was 
formerly connected with the Michigan 
insurance department. He served for 
many years as deputy and later super- 
intendent. After leaving the depart- 
ment he became an officer of the Detroit 
National Fire 


Play Presented at Banquet 


At the banquet Wednesday night 
there was professional entertainment, 
but no speaking. The play, “Where 


There Is a Will, There Is a Way,” was 
Presented in an adept manner by a 
group trom the Union Trust Company 
of Detroit. 
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AMERICAN LIFE CONVENTION NUMBER 


Plans and Purposes of Junior 
Association Reveal Its Value 


By JAMES W. 


STEVENS II 


Agency Vice-President Illinois Life 


T the inception of the Junior As- 
A sociation I would have been some- 

what at a loss had I been called 
upon to outline what the purposes of 
this association were. Originally they 
were merely to furnish to the younger 
men attending the convention a place 
to get acquainted with each other, and 
to promote fellowship among the new- 
comers. Since its organization, how- 
ever, we have discovered other ways 
and means through which we may be 
of greater service to our parent organi- 
zation, 


Help New Man to 
Get Acquainted 


A young man making his first trip 
to the convention, has a very limited 
acquaintance and one of our purposes 
is to acquaint each new man with as 
many members of the convention as is 
possible. The average young man at- 


convention for the first 
time is not acquainted with the pur- 
poses of the American Life Conven- 
tion, what it is doing and how its 
functions fit into and are beneficial to 
the business of life insurance. It is 
our aim to teach them in so far as we 
can exactly what the American Life 
Convention stands for, what it has done 
in the past, what it is doing now, and 
what it hopes to do. 


tending the 


Attempt to Bring Young 
Men to the Convention 


It is the aim of every company to 
develop its young men, to fit them for 
positions of responsibility, to give them 
a broad, clear vision of the business o 
life insurance and to instill in them the 
sound, conservative principles by which 
life insurance has reached its position 
of esteem and approval in the minds 
of the policyholders and the body poli- 
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tic. We discovered that there were 
very few young men attending the 
meetings of the American Life Conven 
tion, and realizing as we do the import- 
ance of these meetings to any young 
man who has entered the business as 
a career, we decided that another of 
our purposes would be to make a de 
cided effort to bring the younger men 
to the convention, 


Fit Members for 
Participation in Work 


We feel that through active partici- 
pation in the Junior Association we 
will familiarize ourselves much more 
rapidly with the history of the business, 
that we can obtain a splendid back- 
ground for our future work, and that 
we will fit ourselves more rapidly for 
active participation in the work of the 
American Life Convention. We know 
that you want the young men to feel 
that there is a place for them at this 
convention, that their attendance is ap- 
preciated, that they will be made to 
feel at home, and we want the Junior 
Association to be a stepping-stone to 
active participation in the larger af- 
fairs of the American Life Convention. 

When the young men now entering 
the Junior Association grow into the 
business and gradually assume the re- 

(CONTINUED ON PAGE 44) 





associations. 


OLD LINE LEGAL RESERVE 





CHARACTER 


q Reputation is what others think of us, character is what we 
really are, and he who sacrifices character to uphold reputation 
builds but upon shifting sands. Institutions, like individuals, have 
both reputation and character and, while reputation may spell tem- 
porary financial success for the organization, it is character which 
will determine the ultimate well-being of its members. 


q Character, in an institution, implies lofty ideals unflinchingly 
pursued; the habit of doing just a little more than the letter of the 
contract guarantees; observance of the principle that service can 
surpass sheer duty; tolerance toward the frailties of human nature 
combined with knowledge that the rights of one terminate where 
another’s begin; an integrity to purpose that will stand four-square 
against the attacks of greed, false ambition, and unjust prejudice; 
a belief in the eternal necessity for fair play. 


¢ Character is the philosopher’s stone that transmutes the com- 
monplace dross of business dealings into golden nuggets of pleasant 
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Review of 


in income tax law. New York 

Life v. Edwards, collector. It 
will be remembered that this case in- 
volved the question of whether or not 
certain special reserves could be deduct- 
ed from gross income for the purpose of 
computing the income tax. The Su- 
preme Court sustained the opinion of the 
court of appeals with reference to the 
nondeductibility of reserves on deferred 
dividend policies, on the ground that 
the dividends on this particular kind of 
policy could not be credited during the 
year, but under the terms of the policy, 
were held for distribution among the 
policyholders alive at the end of the 
specified period. 


M EANING of reserve funds as used 


Funds for Amortization 
Are Held Not a Loss 


The high court also holds that addi- 


tions to a fund set aside to amortize 
securities purchased at a premium are 





WILLIAM ROSS KING 
Editor Legal Bulletin 


not “a loss actually sustained within the 
year” under the terms of the revenue 
law, because the securities might be sold 
above cost and the result of the venture 
could not be known until they were 
either sold or paid off. Reserves for 
premiums waived, not being required by 
the laws of New York, are eliminated, 
and for the same reason, reserve funds 
for unreported losses are held to be not 
technically reserve funds, although so 
designated by state officials. The opin- 
ion points out that “the net addition, if 
any, required by law to be made within 
the year to reserve funds” does not 
necessarily include whatever a state of- 
ficial may so designate; that “reserve 
funds” in the taxing act has a technical 
meaning. The case of United States vs. 
Boston Insurance Company, 46 Supreme 
Court, 97, decided Nov. 23, 1925, is cited 
holding that a reserve for unsettled losses 
set aside out of abundant caution to 
maintain solvency is not a reserve “such 
as is technically known and understood 
in the insurance world.” This seems to 
be the criterion, a somewhat elastic 
definition, but so far the term “reserve 
funds” is given a very limited meaning. 


License Taxes on Gross 
Income Held Valid 


License tax on gross income including 
interest on exempt government bonds 
held valid; Mutual Life vs. State of Wis- 
consin, 207 N. W. 430, Feb. 9, 1926—The 
Wisconsin revenue law (Sec. 76.34, stat- 
utes 1923) provides for an annual li- 
cense tax on domestic companies or 3 
percent of gross income from all sources, 
to be in lieu of all other taxes, except 
upon real estate. In reporting taxable 
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and the suit upon the policy were 
brought within the contestable period. 
It was there held that there was no 
necessity first to try the suit in equity, 
and that it might be considered as moot, 
although properly brought originally. 

In Lincoln National Life vs. Peake, 10 
Fed. (2nd) 366, (Dist. Court, W. D. 
Mo.), both suits were brought within the 
period, but the policy had been assigned 
and the assignee, although joined in the 
equity suit, was not made a party to the 
law action. Motion to dismiss the bill 
was overruled and the trial of the law 
action postponed to the determination of 
the suit in equity. The court, however, 
seems to regard the legal remedy as in- 
adequate because of the failure to join the 
assignee. 


Claim Under Disability 
Clause Not Counterclaim 


In the case of Equitable Life vs. Fillat, 
215 N. Y. Sup. 277, Sup. Ct., special 
term, March, 1926, beneficiary counter- 
claimed for loss under a disability clause 
and moved for a jury trial. It was held, 
however, that the assertion of the claim 
under the disability clause was not, 
strictly speaking, a counter claim to the 
action in equity, as it does not tend to 
“diminish the plaintiff's recovery.” The 
court holds that if the counterclaim is to 
be tried at all, it can occur only after 
the insurance company has had its trial 
in equity and cancellation of the policy 
denied. 

The deduction from the foregoing 
cases seems to be that, if the law action 
is brought within the contestable period, 
although subsequent to a suit to cancel, 
its trial will not be postponed until after 
the equity suit is disposed of, but other- 
wise where the law action is not brought 
so that the company has the opportunity 
of setting up its defense of fraud within 
the period. 

Suicide Within the 

Contestible Period 

Suicide within contestable period—no 
suit to cancel necessary. A distinction is 
made between fraud and suicide where 
death occurs within contestable period 
and the question arises as to the neces- 
sity for affirmative action upon the part 
of the company. It is held in the case 
of Hearin, Guardian, vs. Standard Life, 
U. S. district court, Arkansas, Oct. 16, 
1925, not yet reported, that a suit to can- 
cel a case of suicide within the contest- 
able period is unnecessary. The court 
reasons that by the incontestable clause, 
the company agrees to take a year or 
two years, according to -the policy, to 
investigate and determine whether it 
will contest the policy for fraud at the 
time the application was taken, but the 
insured cannot investigate whether the 
insured will commit suicide; he may take 
his life within a day or two of the end 
of the contestable period. The policy 
should, therefore, be construed as though 
the incontestable clause excepted suicide 
within one year from the date of the 
policy. 


Double Indemnity Not Affected 
by Incontestable Clause 


A further limitation on the applica- 
tion of the incontestable clause is illus- 
trated by the decision of the circuit 
court of appeals, 5th Circuit, in Sand- 
ers vs. Jefferson Standard Life, 10 Fed. 
(2nd) 143, C. C. A., 5th Cir., Dec. 26, 
1926, holding that a double indemnity 
rider providing for an exception from 
liability where death results from bodily 
injury inflicted by another, is not affected 
by the incontestable clause. Suit was 
brought and a defense made on the basis 
of the exception, but after the expiration 
of the contestable period. The court of 
appeals followed the decision of the 


income under the provision of this law, 
the Northwestern Mutual Life withheld 
sums derived from interest on exempt 
United States bonds. It is held, how- 
ever, that the tax in question is not 
levied upon the income from these se- 
curities, but that the gross income, in- 
cluding interest, is only a measure of the 
value of the company’s property and 
franchise lawfully taxable in the state; 
that the license fee paid for the privilege 
of doing business is not a tax upon prop- 
erty, but the law simply uses the income 
from these securities as a means of 
measuring the amount of the license 
fee. This is in accordance with decision 
of the Supreme Court of the United 
States in Northwestern Mutual Life vs. 
Wisconsin, 237, U. S. 132. Cases anal- 
ogous are a number of decisions of the 
Supreme Court holding valid laws basing 
a license fee for railway companies upon 
gross earnings, including earnings on 
interstate commerce, and decisions where 
the United States government has under- 
taken to tax the income derived by tax 
exempt securities issued by states and 
municipalities. 


Capital Stock of Companies 
Held Not Taxable 


Capital stock of insurance companies 
not taxable in Missouri—State ex rel 
American Central vs. Gehner, Supreme 
court of Missouri, Feb. 4, 1926. The 
Missouri statute, although formerly pro- 
viding for tax upon capital stock of in- 
surance companies, no longer makes 
such provision. A specific statute deal- 
ing with insurance companies provides 
for a tax upon real estate and upon the 
net value of all other assets in excess 
of the legally required reserve. The 
Missouri constitution prohibits the ex- 
emption of any property from taxation, 
but it is held in this recent decision that 
the failure to provide for a tax upon 
capital stock is not an exemption, but 
is a method of reaching the just amount 
of taxable property. 


Follow Wisconsin Reasoning 
in License Tax 


This appears to be the same reasoning 
as applied in the Wisconsin case to a li- 
cense tax, although here we have purely 
a property tax. In Nebraska, we have 
a gross premium tax providing that it 
shall be in lieu of all other taxes, ex- 
cepting taxes upon real estate. Our 
constitution, recently adopted, provides 
that taxable property and franchises 
shall be taxed by valuation uniformly 
and proportionately, but that taxes uni- 
form as to class may be levied by valu- 
ation upon all other intangible property. 

case is now pending involving the 
constitutionality of the gross premium 
tax law in that it exempts capital stock 
from taxation. The law was upheld by 
the lower court which, although regard- 
ing the tax as a property tax, considered 
gross premiums as merely a convenient 
measure of value of all intangible prop- 
erty. 


Effect of Law Action 
After Suit to Cancel 


Death with period; effect of law action 
brought after suit to cancel policy. In 
Jones vs. Reliance Life, 11 Fed. (2nd) 
69, Jan. 12, 1926 (C. C. A, 4th Circuit), 
a suit was brought to cancel a policy for 
fraud two days before the contestable 
period expired. After the expiration of 
the period, the beneficiary started a suit 
on the policy and moved to dismiss the 
equity suit. The suit at law was en- 
joined pending the determination of the 
suit to cancel. 

A different conclusion was reached in 
the case of Great Southern Life vs. Bur- 
well (C. C. A. 5th Cir.), March 1, 1926, 
where both the bill in equity to cancel 
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Life Insurance Decisions 


lower court and held that this defense 
was not a contest of the policy, by 
simply raised the question of whether 
the company was liable under the con- 
tract as written. 


Riders Were a 
Part of Contract 


Another recent case dealing with the 
applicability of the incontestable clause 
to a disability rider is that of Wambolt 
vs. Reserve Loan Life, 131 S. FE, 395 
Sup. St. N. C., Jan. 27, 1926. In this 
case disability riders were attached to 
life policies containing the incontestable 
clause, but the disability riders had no 
incontestable provision. The riders re. 
cited that they were a component part 
of the contract and not: intended to 
modify or affect the provisions of the 
original policy. The court held that 
under their terms, they became effective 
from the date of issuance of the origi- 
nal policies and were incontestable one 














Cc. W. GOLD 
Jefferson Standard Life 


year from that time in so far as fraud 
Was concerned in their procurement. 
Had the question been whether the in- 
sured was disabled within the meaning 
of the riders, it is doubtful whether the 
incontestable clause would have pre- 
vented the company from defending. 


Courts Give Incontestable 
Clause True Meaning 


These recent cases seem to indicate a 
disposition on the part of the courts to 
give the expression, “this policy shall be 
incontestable,” its true meaning. Where 
the insurance is a violation of the terms 
of the contract, or its construction or 
applicability to the case at hand, as dis- 
tinguished from fraud in procuring the 
contract, the incontestable clause does 
not render the company defenseless. It 
is submitted that this distinction should 
apply to provisions regarding military 
or naval service, provisions of contracts 
requiring the furnishing of proof of 
death, the construction of the policy as 
to it effective date and lapse. By the 
same reasoning, an express exception in 
the incontestable clause is really un- 
necessary, and even harmful, since by 
implication all exceptions not expressly 
made are eliminated. However, many 
of the decisions, particularly the older 
ones, fail or refuse to make this distinc- 
tion. For example, the supreme court of 
Alabama in 1919, the case of Mutual 
Life vs. Lovejoy, 83 So. 591, held that 
a policy was incontestable, although the 
insured committed suicide, and _ the 
policy expressly provided that the com- 
pany should not be liable in case of sui- 
cide. But the same court in 1924 held 
that the incontestable clause was no 
answer to the defense that the insured 
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urdered by the beneficiary, a simi- 
wit elense, and under the terms of the 
contract, the company was not liable. 
Lee VS. Southern Lite & Health Co., 


98 So. 696. 
Question as to Blue Notes 
oss Up in a Case 


Blue notes; provision for forfeiture 
pot contained in policy; Coughlin case 
not followed—Wastun vs. Lincoln Na- 
tonal Life, circuit court of appeals, 8th 
Circuit, April 2, 1926—The decision of 
the supreme court of Minnesota in the 
case decided last year of Coughlin vs. 
Reliance Life, 201 N. W. 920, later fol- 
lowed by supreme court of South Da- 
kota, in the case of Ritter vs. American 
Life of Des Moines, 203 N. W. 503, 
holding that where a provision for for- 
feiture is contained in a premium. exten- 
sion note, but is not incorporated in the 
policy, the insurance is not forfeited for 
ronpayment of the note at maturity, is 
disapproved by a recent decision of the 
court of appeals for the 8th circuit, Was- 
tun vs. Lincoln National. The case cited 
involved an Indiana contract. It is held 
that in the absence of a statute (ap- 
parently referring to the South Dakota 
statute, where the case originated) a 
contract of this character, made between 
the insured and the company, providing 
that the policy shall cease to be in 
effect if a note given for the premium 
is not paid when due, is a valid, modi- 
fying contract and need not be referred 
to in the original policy. An Indiana 
statute provides that the policy shall 
constitute the entire contract, but this is 
held to have reference to the original 
contract and not subsequent contracts. 
The court observes, “This construction 
of the statute not only complies with the 
liberal terms, but is necessary for the 
reasonable protection both of the policy- 
holders and the company and enables 
the company to give the policyholder, 
who is unable to make payment in full 
of his premium, the privilege of making 
payment later or by installments, while 
the policy is kept alive for his benefit.” 


Agreement for Reinstatement Is 
Held a New Contract 


The opinion refers to the Ritter case, 
but as the Indiana statute governing 
the policy involved is very similar to 
the South Dakota statute, there seems 
to be no ground for distinguishing the 
case on this account. Reference is also 
made to the Coughlin case, where the 
supreme court of Minnesota based a con- 
trary decision on a similar Minnesota 
Statute and also the statute against 
discrimination. The court observes in 
this connection that “if the subsequent 
contracts are illegal agreements, then 
the whole contract is so effected that the 
courts might refuse to enforce it, but 
the courts are not permitted to make 
contracts for parties or to alter the obli- 
gation of contracts which have been 
made the statute refers to the 
policy that is originally issued; after 
it has ceased to be in force, because of 
nonpayment of the premium, an agree- 
ment for reinstatement of the policy is 
a new contract. This new agreement is 
not the issuance of a policy, but a con- 
tract for the continuance in force of a 
former contract.” 


Decision Covering 

Effect of Assignment 

Effect of Assignment—New England 
Mutual Life vs. Clinchfield Coal Cor- 
poration, 9 Fed, (2nd) 46, circuit court 
of appeals, 4th Cir., Oct. 20, 1925. The 
advantage of inserting in the policy a 
reference to forfeiture for nonpayment 
of premium notes is illustrated by the 
case of New England Mutual Life vs. 
Clinchfield Coal Corporation. Here the 
policy, which contained no provision for 
forfeiture, was assigned to a creditor and 
before the nonpayment of one of these 
notes. The assignment was regularly 
filed with the company. The policy re- 
cited that the premium, which was the 
first, had been paid in full. The assignee 
accepted the policy without knowledge 
that the note had been taken for part of 
the premium and it was therefore held 
that the assignee was not bound by the 


provision for forfeiture. A policy of in- 
surance is not a negotiable instrument 
and ordinarily, the company may, as 
against the beneficiary or assignee, avail 
itself of any equity it has against the in- 
sured. It is held, however, that the 
company should have notified the as- 
signee before cancelling. There was 
also an additional feature in this case 
that the state statute prohibited the 
taking of a note for the initial premium. 


Kansas Notice Law 
Is Not Retroactive 


New Kansas notice law held not 
retroactive—Bank Savings Life vs. 
Baker, 244 Pac. 862, supreme court of 
Kansas, April 14, 1926. The test case 
brought for the purpose of securing a 
construction of the 1925 amendment to 
the Kansas notice law has been decided 
against the contention of the companies, 
the Kansas court holding that the new 
notice law applies only to policies issued 
subsequent to Feb. 27, 1925, the effective 
date of the new law. The amending 
statute of 1925 prohibits an insurance 
company from forfeiting for nonpayment 
of a premium within six months after 
default, without giving the notice re- 
quired by the statute, whereas the law 
originally required notice in all cases. 
The 1925 law also provides, as to policies 
having a 30-day grace period, that the 
notice may be given more than 30 days 
before the premium paying date, while 
the 1913 statute made no distinction as 
to policies having a grace period. The 
Kansas court, following some of its 
earlier decisions with reference to the 
1913 statute, holds that the amendment 
is prospective only in operation, so that 
notice is now required in all cases, re- 
gardless of how long the insured is in 
default, providing the policy was issued 
prior to Feb, 27, 1925. 


Effect of Waiver on 
Rights of Contestants 
Effect of waiver by insurer on rights 


of contestants—The contention has been 
frequently made that where an insurance 


company interpleads two parties, each of 
whom claims the right to the proceeds 
of a policy, formalities of assignment, 
change of beneficiary and the like are 
waived. While this is true so far as 
the company is concerned, it would seem 
that the waiver ought not to be available 
to either of the contestants. Such is the 
holding in the recent decision by the 
supreme court of Wisconsin. (Seffens 
vs. Carisch, 208 N., 905, supreme 
court (Wis.), May 11, 1926), where the 
court said that while the insurer might 
have recognized a defective application 
for change of beneficiary, it might also 
refuse to recognize such application: 
“Up to this stage, the association waived 
nothing, and it is difficult to comprehend 
the form of logic which holds that the 
association waived its rights after the 
death of the insured by paying the 
money into court and by praying the 
court to determine who of the two 
claimants is rightfully entitled to the 
proceeds of this benefit certificate.” 

Some of the decisions upon this point 
are apt to be misleading, because while 
reciting that the company has waived 
its rights by the interpleader, they are 
generally based upon the relative equi- 
table rights of the contestants, Other- 
wise expressed, “The case proceeds upon 
interpleader uninfluenced by any alleged 
interests of the insurance company.” 
(Travelers vs. Mayo, 130 Atl. 379, su- 
preme court of errors, Conn., Sept. 19, 
1925.) 

* * * 

Right to trial by jury. A suit of inter- 
pleader being an equitable proceeding, 
it is held that the right to trial by jury 
does not exist. Technically, this would 
not alter the rights of contestants, al- 
though in many cases its practical effect 
would be to give an advantage to one 
party or the other. Union Mutual Life 
vs. Broderick, 238 Pac. 1034, supreme 
court of California, July, 1925; McDon- 
ald vs. McDonald, 102 So. 38, supreme 
court of Alabama, 1924. 

* * * 


Right of companies to recover attor- 


ney’s fees for filing bill. Great South- 
ern Life vs. Kinney, 276 S. W. 741, court 
of civil appeals (Texas), Oct. 22, 1925, 
appears to be a rather unusual decision 
in that attorney's fees were allowed the 
insurance company filing a bill of inter- 
pleader. This case also holds that all 
reasonable doubt will be resolved in 
favor of the insurer with reference to its 
rights to bring such an action. A simi- 
lar holding by the supreme court of 
Pennsylvania is found in McKinley vs. 
Mutual Life, 123 Atl. 304, to the effect 
that a bill for interpleader should not 
be dismissed, unless the conflicting 
claims are colorable, frivolous or col- 
lusive. 


Photographic Copies 
of Applications Up 


Photographic copies—Kelly vs. Bank- 
ers Life (Neb.), July 8, 1926; Bellestri 
vs. New York Life, 208 N. W. 427; 
State ex rel Taylor vs. Daues, 281 S. W. 
398, supreme court Michigan, March 12, 
1926—The subject of photographic 
copies of applications has already re- 
ceived some attention at previous meet- 
ings of this section. The case of Kelly 
vs. Bankers Life, decided last July by 
the supreme court of Nebraska, adds an- 
other decision to the Preuser case in 
Kentucky (Fidelity Mutual Life vs. 
Preuser, 242 S. W. 608, and Eastman vs, 
Metropolitan, 199 N. W. 655), holding 
that the question of legibility of a photo- 
graphic copy of an application attached 
to a policy should be submitted to the 
jury. The Kelly case in Nebraska in- 
volved an admitted fraud, the only ques- 
tion submitted to the jury being that of 
legibility of the copy. It was the com- 
pany’s contention that the statute re- 
quiring a copy should not be used as a 
shield for fraud. The original applica- 
tion in this case was 8% by 11 inches 
and the photographic copy was only 4% 
by 5% inches, and portions of it were 
not easily legible. It was the same size 
as the pbbtoraphic copy that has been 
used by the New York Life for several 
years. The Nebraska court decided that 
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DIXIE 
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“o de land ob cotton 
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the copy was not sufficiently‘legible to 
be a substantial compliance with the 
statute; hence, found it unnecessary to 
pass upon the question of whether legi- 
bility should, under other conditions, be 
submitted to the jury. 


Court Found Copy 
Was Clearly Legible 


In the case of Bellestri vs. New York 
Life, decided by the supreme court of 
Nebraska, April 14, a photographic copy 
ol substantially the same size as that in- 
volved in the Nebraska case was found 
to be clearly legible, the court holding 
that the question of legibility should not 
have been submitted to the jury. The 
manner in which the question arose in 
these two cases was apparently quite 
similar, the court below instructing the 
jury that they should return a verdict 
for the defendant unless they found the 
copy to be illegible. 


Examiner’s Statement Not 
Binding Upon the Insured 


An additional ground for holding the 
copy insufficient in the Kelly case was 
the fact that a reference was made to 
one or more questions contained in the 
medical examiner’s report which was not 
photographed. The application was di- 
vided into three parts, that filed by the 
applicant and sent in by the agent and 
the answer to questions propounded by 
the medical examiner, and a third por- 
tion by the medical report. It has been 
held by another recent case decided by 
the supreme court of Missouri that this 
third portion need not be attached to the 
policy, as it is only a statement made 
by the examining physician and consid- 
ered not binding upon the _ insured. 
Hence, it need not be made a part of the 
contract. State ex rel Taylor vs. Daues. 


TO ATTEND THE CONVENTION 


The first convention the new secretary 
of the American Life Convention, Claris 
Adams, will attend in his official capacity 
will be the annual meeting of the Na- 
tional Association of Life Underwriters 
at Atlantic City. He and President 
Frank L. Jones of the National associa- 
tion are Indianapolis men and personal 
friends. 


W. J. Williams, president of the 
Western & Southern Life, was present 
at the meeting. 





Wacisieetien Handled . 
Well by Mrs. Beyne 


Mrs. L. F. Beymer, assistant secre: 
tary of the American ‘Life Conventi 
had supervision of all the registration 
work and the _ information bureag, 
This service was most efficiently ren. | 
dered. Miss G. E. Townsend and Migs? 
Edith Jackson of the American Life, 
and C. H. Kettenhofen of the Detrog 
Life, assisted in this work. The detail 
of the convention centered about the 
registration desk. Mrs. Beymer fas 
been with the American Life Conyep. 
tion for many years and is thoroughly 
familiar with all its machinery. 


PLANS AND PURPOSES OF 
JUNIOR ASSOCIATION TOLD 
(CONTINUED FROM PAGE 41) 

sponsibility of this convention, when 

we see the steady influx of young men 
eager to learn of and take part in the 
activities of this convention, then we 
will feel that the Junior Association js 
successful. We are not building for 
today, but for tomorrow, and as long 
as we can interest young men in ou 
project we wiil continue to build. 
We are sincerely grateful for the en- 

couragement that has been given to the 
Junior Association by the members of 
the convention, and by the insurance 
press, and we particularly appreciate 
the splendid enthusiasm which has 
manifested itself in Mr. Blackburn's 
efforts in our behalf. 


John Marshall Holcombe, manager of 
the Life Insurance Sales Research Bu- 
reau can be counted upon as being 
an attendant at the big life insurance 
gatherings, his confreres as convention 
men being H. F. Tyrrell, Northwestern 
Mutual Life; J. V. Barry, Metropolitan 
Life; J. L. Madden, U. S. Chamber of 
Commerce. 


A. C. Savage, former Iowa commis- 
sioner and now auditor of the Royal 
Union Life, added warmth to the oc- 
casion by his ever present red cravat. 


T. G. McConkey, general manager of 
the Canada Life, a new member of the 
American Life Convention, was in at- 
tendance. 
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